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ALMOST A QUARTER-CENTURY OF 
GOOD SERVICE... THEN EXIDE AGAIN 


Exide-Manchex 


BATTERIES 


Little more than 4 per cent a year for depreciation! That’s what it 
cost the Alabama Power Company for the Exide batteries installed 
in two of their substations 21 and 23 years ago. Because of this long- 
life record and continued good battery performance, when replace- 
ment time came ‘round, it was Exide again—Exide-Manchex, 
the dependable, money-saving battery that assures: 
POSITIVE OPERATION: Dependable performance at ample 
voltage with no switchgear failures. 
INSTANTANEOUS POWER: High rates for switchgear opera- 
tion with adequate reserve power for all other control circuits 
and for emergency lighting. 
LOW OPERATING COST: Extremely low internal resistance. 
LOW MAINTENANCE COSTS: Water required about twice a 
year. No change of chemical solution during life of battery. 
LOW DEPRECIATION: Sturdy, long-life construction. 
GREATER CAPACITY in a given amount of space avoids 


overcrowding. 
+ . . 


Various sizes and types of Exide Batteries are available 
in plastic containers. 





Installations of new Exide-Manchex Exide-Manchex is your best battery buy 
batteries (65-cell EME-15) in sub- for all control and substation services. 
stations of Alabama Power Company. 

(A) Magella Substation, Birming- : THE ELECTRIC STORAGE BATTERY CoO. 
ham, ‘Ala. (B) Bessemer Substation, ' Philadelphia 2 

Bessemer, Ala. Each installation Exide Batteries of Canada, Limited, Toronto 
mounted on two single-row, 2-tier racks. “Exide” and “Manchex” Reg. T.M. U.S. Pat. Of. 


= 
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(200 or more copies) 
available on orders re- 
ceived within 30 days 
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Address 
WASHINGTON OFFICE 
for quotations. 











Pusuic Utititigs ForTNIGHTLY.. 
stands for Federal and state regu- 
lation of both privately owned and 
eperated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
age = administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
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It is supported by subscription and 
advertising revenue; it is not the 
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it is not under the editorial supervi- 

sion of, nor does it bear the endorse- 
ment of, any organization or associa- 
tion. The editors do not assume re- 
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by its contributors. 
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1€97,.41% of the year 


1952 







RG SESS 
OcT. 


97.41 100 


at EDGEWATER PLANT 


This outstanding record for a coal-burning 
unit was established during 1952 by the 
operators of Wisconsin Power and Light’s 
Cyclone-Fired B&W Radiant boiler at the 
Edgewater Plant. 


Cyclone Furnaces make a major contribu- 
tion to high availability because they elimi- 
nate so much of the coal preparing equipment 
that is a source of continuous maintenance 
and possible outage. Cyclones burn coal that 
is merely crushed, not pulverized. This means 
that banks of many pulverizers, with their 
moving parts, motors, fans, lubricating sys- 
tems, burners, piping and ducts, are elimi- 
nated. They are replaced by a few sturdy, 
simple Cyclone Furnaces. 


Ease of operation and increased safety with 
the Cyclone Furnace are also important fac- 
tors that mean sustained on-the-line perform- 
ance. There are far fewer burners to light 
with Cyclone Furnaces, and because they use 
crushed coal, they eliminate the danger of 
furnace explosions that might occur with 
powdered fuel. 











) BABCOCK 
& WILCOX 


Further, by keeping the ash where it be- 
longs—in the furnace—and severely reducing 
the amount of fly ash in the combustion gas, 
the Cyclone Furnace further contributes to 
high levels of operation. Ash accumulations 
on boiler and other surfaces are curtailed, 
and wear on boiler parts, and on machinery 
such as induced-draft fans, is greatly reduced. 

Increased availability is just one of the 
many advantages to be obtained from Cyclone 
Furnace Firing. Other important benefits in- 
clude reduced atmospheric pollution and a 
money-saving solution to the fly-ash prob- 
lem, reduced cost of maintenance, greater 
efficiency, and boiler-room space savings. 

Twenty B&W Cyclone-Fired Boilers are 
now in operation and have a total accumu- 
lated service time of over 50 years. Many other 
Cyclone-fired boilers are under construction. 

We will be pleased to discuss with you the 
many positive advantages which Cyclone Fur- 
nace Firing can contribute to your operations. 
The Babcock & Wilcox Co., Boiler Division, 
161 East 42nd Street, New York 17, N. Y. 


MPANY'S GYCLONE-FIRED BOILER 








BOILER 
DIVISION 





G-609 
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—— the more significant recent 
pronouncements in the financial 
field is a report of the American Institute 
of Management, showing that corpora- 
tions, including utilities, may be going 
into debt to a greater extent than is de- 
sirable. Statistics in the AIM report 
show that 100 per cent of the new cor- 
porate financing by railroads during the 
past five years was in the form of debt; 
between 70 and 80 per cent of industrial 
and miscellaneous companies was in the 
form of debt; and slightly over 60 per 
cent of financing by utilities was in the 
form of debt. 


THERE are a number of reasons why 
corporations have relied so heavily on 
debt financing in the postwar period, For 
the utilities, the most compelling reason 
was the unprecedented demand for new 
capital created by the record expansion 
of industry in general. Then there was 
the low interest rate and the availability 
of large sums on deposit in banks avail- 
able for debt obligation. 


WE see some signs that the present of- 
ficial Treasury thinking in Washington 
is to put the brake on this slide towards 
heavier debt obligation. The increase in 





ROBERT A. GILBERT 


JUNE 18, 1953 








© Jean Raeburn 
BERNARD S. RODEY, JR. 


interest rates should certainly be a re- 
tarding factor. But even such a precau- 
tionary measure may create new prob- 
lems for public utilities requiring low-cost 
capital. The situation points to the need 
of a better understanding between utility 
management and regulatory authorities 
concerning what is going to be necessary 
to keep the utility wheels turning. Rates 
which would yield only subnormal re- 
turn based upon the cheap interest rate 
of past debt experience are no longer 
safe nor sound. 


I’ the public utility industry is to con- 
tinue the attraction of capital and 
investor confidence visualized by the 
United States Supreme Court in the 
Hope Case, regulatory authorities must 
look forward instead of backward in the 
matter of what constitutes a reasonable 
return. With the cost of money going up, 
past utility experience in the cost of capi- 
tal is a poor criterion for limiting the 
return in contemporaneous rate cases. 
The dilution of the utility stockholder’s 
equity by modern depreciation account- 
ing practices is another problem which 
does not make the future task of large- 
scale utility financing an easy one. 
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Utility executives— 
his booklet is of 
special interest 








to you! 








Like to keep the investing public better informed about 
your company? This new booklet will help. 





Entitled “A Company Guide to Effective Stockholder Rela- 
tions,” this new booklet covers many sides of communications 
with investors. There’s a special section on the key role of the 
security analyst. Another valuable chapter deals with the pro- 
visions of pertinent Federal Statutes. 

Members of our Public Utility Department helped to prepare 
this guide, and we believe you will find it useful. 

It’s just been published by the American Management Associa- 
tion. We've reserved a limited supply of these booklets. Write 
us for a complimentary copy if you desire one. 


IRVING TRUST COMPANY 


ONE WALL STREET « NEW YORK 15. N. Y. 
Capital Funds over $121,000,000 Total Resources over $1,200,000.000 


Wituram N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 





PAGES WITH THE EDITORS (Continued) 


RICHARD D, GRANT 


In this issue we have a very frank but 
thoughtful view of what is happening to 
the stockholder’s equity by an expert in- 
vestment analyst. He is Ropert A. GIL- 
BERT, manager of the public utility di- 
vision, National Securities and Research 
Corporation, whose article begins on 
page 837. He gives us many facts and 
figures concerning the impact of deprecia- 
tion regulation on the stake of utility 
stockholders. He sees a danger of indirect 
socialization by reason of the fact that a 
property, which should be privately 
owned as long as it is useful, may have 
its earning power extinguished or trans- 
ferred arbitrarily for the benefit of the 
ratepayer. 

oe Se 


young of accounting, we have a 
very interesting over-all picture of 
the importance of accounting in utility 
regulation as our opening article. It is 
interesting because it gives us a simpli- 
fied and comprehensive view of why and 
where utility accounting differs from 
business accounting generally. Such a 
demanding type of article naturally re- 
quires a top-flight expert. The author of 
this article easily measures up to that 
status since he is one of the outstanding 
authorities on public utility accounting 
in the United States. 


BerNArRD S. Ropey, JR., who gives 
us this all-around analysis of public util- 
ity accounting, has been associated with 
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Consolidated Edison Company of New 
York, Inc., for thirty-two years as plant 
records engineer, auditor, associate con- 
troller, assistant secretary, and manager 
of the tax department. Mr. Robey js 
a past chairman, executive committee, 
Edison Electric Institute, and a past 
president of New York City Control of 
Controllers Institute of America. At the 
present time, he is chairman of the ac- 
counting section of the American Gas 
Association, He is coauthor of what is 
probably the outstanding current book 
on the subject, Public Utility Accounting 
(1951) Prentice-Hall, Inc. New York. 


ee & © 


ICHARD D, GRANT, whose article, en- 
titled “‘Cussed Independence’ in 
Yankee Land” begins on page 821, is a 
public relations counselor in Boston, 
specializing in utility matters. A former 
reporter and editor of the old Boston 
Transcript and radio commentator on 
the Yankee network, Mr. GRANT was 
also a secretary to the governor of Mas- 
sachusetts and for five years one of the 
commissioners of the Massachusetts 
Department of Public Utilities, Follow- 
ing World War II service as an air force 
public relations officer, he organized the 
American Public Service Bureau, which 
publishes a semimonthly letter devoted 
originally to political and economic de- 
velopments in the public utility field. 


* * * * 


on the end of World War IT un- 
J leashed the pent-up consumer de- 
mand for appliances, earlier problems of 
merchandising, promotion, sales competi- 
tion, and related puzzlers have been mak- 
ing reappearances. JAMES H. COLLIns, 
California author of business articles, has 
been making a one-man grass-roots sur- 
vey of how appliances are being sold to 
the public these days by public utility 
companies. He finds an encouraging de- 
gree of co-operation and understanding 
in his article beginning on page 830. 


THE next number of this magazine will 
be out July 2nd. 


A, Collin 





NOW... small utilities 

can afford and big utilities 
can profit by mechanizing 
at lower cost... 


NEW... special design 
to meet the widest needs 
of business at the 

lowest possible cost. 


emington Rand announces a new 
LOW-COST bookkeeping machine 


See how it 
soon pays 
for itself. 


Call for a demonstration at your local 
Business Equipment Center, or write 
for folder AB-664 from our Manage- 
ment Controls Reference Library, 
Room 2845, 315 Fourth Ave., N.Y. 10. 


Today’s best buy for clerical savings 


For only a fraction of the usual in- 
vestment, you can now mechanize 
your billing, payables, payrolls and 
many other records — with all the 
basic money-saving advantages of a 
top-price descriptive machine. 


Complete figurework. Five totals or 
more for posting, distribution and 
control—up to 140 digits of totals 
at your command. 


Complete description. The typewriter 
keyboard permits describing each 
entry on each record as fully as 
your procedures require. 


Complete records. In one writing each 
item is simultaneously entered on 
all records, with up-to-date balance 
and complete daily proof that all 
entries balance to the penny. 


Touch-method speed saves you valu- 
able clerical time each day, keeps 
all work up-to-date, and takes the 
“rush” out of your month-ends. 


Single-keyboard simplicity. Your pres- 
ent employees can quickly use this 
new machine. No costly training or 
premium salary. 


PROFIT-BUILDING IDEAS 


FOR BUSINESS 









Coming IN THE NEXT ISSUE 


* 


THE FORGOTTEN FACTOR IN FAIR RETURN 


Preoccupation with the so-called “cost of capital’’ has led to some neglect of 
other measures of fair return for regulated utilities. Charles Tatham, Jr., vice 
president of Institutional Utility Services, Inc., analyzes an alternative meas- 
ure of the reasonableness which has been largely lost sight of in recent years 
—the return offered investors by other investments of comparable risk. 


PUBLIC PSYCHOLOGY IN RATE MAKING 


This article discloses the misunderstanding which the general public has 
concerning public utility rates and earnings. Actually, rate increases to keep 
up rates along with other modern costs have very little effect on the cost of 
living of most individuals. Frank C. Sullivan, public relations counselor of Los 
Angeles, shows us how utility rate increases have unfortunately become 
political footballs instead of generally understood phenomena of the current 
inflation. 


STRIKES IN PUBLIC UTILITY INDUSTRIES 


Originally announced for publication in our June | 8th issue, this article by 
the coauthor of the Taft-Hartley Act, formerly Representative Fred A. 
Hartley, Jr., of New Jersey, has now been prepared for publication in the 
July 2nd issue. The author analyzes the problems peculiar to the control 
of labor disputes in the public utility industry. 


TAKING THE GAMBLE OUT OF PENSIONS—PERHAPS 


This is a good time to present various views on utility pension plans. In the 
March 26th issue of PUBLIC UTILITIES FORTNIGHTLY there was a sugges- 
tion for making the pension compensation more elastic by use of common 
stock investment. Now comes George J. Eder, assistant general attorney 
for the International Telephone & Telegraph Company, with a different idea. 
He does not veto the idea of common stock investment entirely but he sees 
some danger during periods of recession. 


USEFUL POINTERS ON FINDING GIRL POWER 


James H. Collins, California business writer, has given us a readable ac- 
count of resourceful efforts made by telephone companies in recruiting and 
training suitable employees from the ranks of the ‘sweet girl graduates," 
bachelor girls, and other ladies who are finding a rewarding business career 
with the telephone companies. 


* 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Identical value at half the cost! 





[ isn’t often that you can get an identical 
value at half the cost. 


But here is such an instance: 


When a bill analysis is made in your offices, 
it’s really a big project that may take weeks 
and weeks to complete. You may have to 
acquire and train a special clerical force. The 
overhead costs, too, are correspondingly big. 


On the other hand, your costs drop to about 
half when you turn over the task to us and 
the work is done on high-speed Bill Frequency 
Analyzer machines which are designed espe- 


cially for the purpose. 


Your bill analysis can be turned out much 
faster than you may think. Send for the in- 
teresting, helpful booklet which tells more 


about this efficient method of compiling bill 
analyses. 


P.S. If you use punched cards for billing, we are 
also equipped to make your analyses from them. 


Saves 50% in time and money! 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


DoucLtas McKay 
Secretary of the Interior. 


BENJAMIN F. FAIRLESS 
Chairman of the board, U.S. 
Steel Corporation. 


SINCLAIR WEEKS 
Secretary of Commerce 


ARTHUR Harrison MoTLey 
President, Parade Publication, Inc. 


LeLaAnp I. Doan 
President, Dow Chemical 
Company. 


Joun J. MANN 
Chairman, board of governors, 
American Stock Exchange. 


GeorGE CLINE SMITH 
Manager, finance department, 
Chamber of Commerce of the 

United States. 


LAURENCE F, LEE 
President, Peninsular Life 
Insurance Company. 
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“T am just as much interested in humanity and welfare 
of the miners as John L. Lewis.” 


Aa 


“The most successful and powerful labor unions of 
the future will be those which never call a strike at all.” 


* 


“The nation’s market has grown steadily over the years. 
It has never failed to justify the expenditures of invest- 
ment dollars.” 


* 


“We don’t need government spending or government 
controls or government restrictions for better living. We 
need competition in products, in price, and in persuasion.” 


5 


“Let us paste in our hats the idea that we are going 
to look forward, not backward. No purpose is ever going 
to be served by nostalgic musing over some distant ‘good 
old days’ whose shortcomings have been glossed over by 
time.” 


¥ 


“Tt [excess profits tax] has clearly proved to be a 
deterrent to business growth and initiative and extremely 
difficult to administer on an equitable basis. [The tax] 
should not be raised from the grave that fondly awaits 
it on June 30th.” 


* 


“First, even though it is true that Federal spending 
may bolster the economy, this is a far cry from saying 
that it is necessary to support a high level of business 
activity. Second, wise administration of tax and debt 
policy, along with spending reduction, can ‘reprivatize’ the 
economy with a minimum of disturbance.” 


> 


“Many millions of tax dollars can be released for 
creative and productive purposes by reducing the scope 
of Federal authority, for waste is inherent in all highly 
centralized governments. So is corruption, which is 
an equally important reason for decentralizing Federal 
power and increasing state, community, and _ citizen 
responsibility.” 


12 
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—— DBLTA-STAR 


builds a 
COMPLETE LINE of 


POWER CONVECTORS 


Whatever your requirements there is 
a Delta-Star connector designed specif- 
ically to do the job. Never is there any 
necessity of adapting a connector to 
your particular application; there is 
available at Delta-Star the exact con- 
nector you require in clamp or solder 
type with all the characteristics that 











FT 
Clamp Type Connector 





wu have won such general acceptance 


High Compression Connector 


throughout the industry. 





Delta-Star clamp type con- 
nectors incorporate the three 
essential requirements of positive 
electrical and mechanical connec- 
tion, ease of installation, and 
continuity of service over long 


periods of time. 


Straight 
Connector 








H. K. PORTER COMPANY, INC. 

2437 FULTON STREET, CHICAGO 12, ILLINOIS , 

DISTRICT OFFICES IN PRINCIPAL CITIES Cores a 
c 
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James A. FARLEY 
Former National Democratic 
Chairman. 


RicHarp M. Nixon 
Vice President of the 
United States. 


WALKER L. CISLER 
President, The Detroit Edison 
Company. 


Epwarp T. McCormick 
President, American Stock 
Exchange. 


Henry E. Forp 
Director, development department, 
E. I. Du Pont de Nemours 

& Company. 


H. Bruce PALMER 
President, Mutual Benefit Life 
Insurance Company. 


N. Henry GELLERT 
President, Seattle Gas Company. 


Freperick E. HASLER 
Director, Chemical Bank & Trust 
Company. 


JUNE 18, 1953 





REMARKABLE REMARKS—( Continued) 


“Those who attack the American business system have 
to use the best methods developed by American business.” 


» 


“Only when problems are truly national should the Fed- 
eral government intervene. When power is close to the 
individual citizen he is better able to control its use. He 
can see its results, he knows personally the men who ad- 
minister it, he understands its cost.” 


5 


“Potentialities of atomic energy are great, but to crack 
the complex problem involved in developing it for indus- 
trial use is the tough proposition. It’s not going to come 
about easily. It will tax our imagination and energies 
to the limit before we accomplish its use.” 


* 


“Articulate leaders who can and will express themselves 
as proponents of free enterprise are of special importance 
today. Too few of our business executives, immersed 
as they are in problems of mass production, have spoken 
in the past, or are speaking now [in its defense].” 


a 


“Ownership of industry has become increasingly insti- 
tutionalized—that is, the stock is held in portfolios of 
insurance companies, banks, endowment funds, investment 
trusts, etc. Every American who has life insurance or a 
Savings account has a share in this nation’s business.” 


» 


. | am sick and tired of hearing about the average 
American. I do not think he lives. I do not want to help 
create him and I am shocked at the continuing attempts 
to see that he is created in spite of all logical objections 
to the continuation of the leveling process. I am sick and 
tired of misguided do-gooders.” 


* 


“The Canadian government has consistently looked 
after its own interests. Neither provincial nor Federal 
officials are to be criticized for that. We have just elected 
a new administration in our own country in the hope 
that, after twenty years of slap-happy giving of our shirts 
to other nations, we may get officials as good as the 
Canadians have, to look after American interests.” 


* 


“In modern society there is necessarily a close relation- 
ship between education and business. No great nongovern- 
mental university today can survive without business or 
church support. No great business community today can 
progress or play a significant part in modern society with- 
out the nourishment and support of urban or metropoli- 
tan educational institutions. Both are dedicated to the 
belief that mankind progresses only in a free climate.” 
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NEW LOW PRICE 


SAVE up To °152°° 


New Internationals are proved all 3 ways 





You take the guesswork out of ica’s most cost-conscious truck 

truck buying when you buy Inter- operators. Every new Interna- 

national trucks. They are proved tional truck embodies the ad- 

all three ways to give the perform- vanced engineering principles 

ance you want at the lowest cost: that have kept Internationals 

1. Proved BEFORE They’re Built the heavy-duty sales leader for 
—at the world’s most advanced 21 straight years. 


all-truck engineering labora- See them. Compare them. Drive 
tory. The results—longer truck them. Ask your nearest Interna- 
life, reduced operating and tional Dealer or Branch for all the 
maintenance cost—give you facts. 
more truck for your dollar. America’s Most Complete Line 

2. Proved AFTER They‘re Built— 168 basic models from 44-ton to 90,000- 


, “ “vl ” lb. GVW rating . . . 307 new features 
at the “Desert Whipping Post, . 29 engines available with widest 


$000-cere Proving Ground in practical choice of gasoline, LPG or 
Arizona. diesel power . . . 296 wheelbases. 


3. Proved in SERVICE—by Amer- INTERNATIONAL HARVESTER COMPANY + CHICAGO 















Rolling shop on the job. New International Model 
R-120 with special service-utility body—77 and 89-inch 
lengths. 115 and 127-inch wheelbases. All compart- 
ments triple-sealed to keep out dust and moisture. 















international Harvester Builds McCormick Farm Equipment and Farmall Tractors ...Motor Trucks... Industrial Power...Refrigerators and Freezers 





fe) 





Better roads mean a better America 


INTERNATIONAL TRUCKS 


Standard of the Highway 
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You can rely on 
LEFFEL Hydraulic Turbines 


MORE 


To be sure of top power and minimum 
trouble specify Leffel hydraulic turbines. 
Leffel turbines have an unparalleled 
record of efficient year-in year-out 
service. And when power means profit 
—an ever-dependable Leffel is what 
you need. 


Leffel offers you a wide range of ca- 
pacities in hydraulic turbines and a 
complete line of turbine accessories. 
Our plant is entirely modern and well- 
equipped. Our staff is made up of ex- 
perienced, highly-competent engineers, 
ready to give you expert help on com- 
plete new turbine installation or mod- 
ernization. And continued interest in 
Leffel turbines after installation is part 


of our service. 


Leffel puts 9! years of complete hy- 
draulic turbine experience at your dis- 
posal. Inquire now, without obligation. 


— THE JAMES LEFFEL & CO. 


DEPARTMENT 


Pe 


SPRINGFIELD, OHIO, U.S.A. 


EFFICIENT HYDRAULIC POWER FOR 31 YEARS 
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at production price 
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can get more line and service work done 
wer COSt.. . step up crew efficiency... 
White Specialized Design—for your exact 
needs. Always ready for the work at 
, Whites are tailored to your operating 
itions yet built by most modern produc- 
methods and efficiency. 
k your White Representative how White 


k 
ee eee ee» se THE WHITE MOTOR COMPANY 
d Cleveland 1, Ohio 


IN EVERY FEATURE * TOMORROW'S TRUCK TODAY 
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Only when you have comprehensive 
accurate, and reliable facts at hanj 
can sound decisions be made. 


Reports 


Commonwealth's specialists —wit 


Business Surveys years of experience in financial wor 
Appraisals 


engineering, taxes, insurance, and th 
many other phases of today's busine 
activity will analyze the many facto 
affecting the operations and futu 
outlook of a given business or industry 


As a preliminary to investment; to ob 
tain a perspective on existing busines 
or future expansion; to get all th 
facts — use a Business Analysis b 
Commonwealth as your blueprint fo 
sound executive decision. 


“A man's judgme 
is no bette 

than the faci 

at his command... 


GET THE FACTS 





We invite your inquiry, Write for our bookle 
describing in detail the many services avail: 
able to you. 
Address: Department E 
INVESTIGATIONS § “* os - 20 Pine Street, New York 5, N.Y. 
REPORTS | tt 
FINANCING & ae 
ACCOUNTING | a y 8 : 
TAXES | P CWMUUUNOCH UY Seuries YM. 
INSURANCE 
PENSIONS 
DEPRECIATION and wbhyideaues 
VALUATIONS 
NSULTING & DESIGN ENGINEERING 3 - COMMONWEALTH ASSOCIATES INC. 
RATES : ‘ COMMONWEALTH GAS CONVERSIONS INC. 
PURCHASING | a a 


INDUSTRIAL & PUBLIC RELATIONS [ium j iB 4 ; q 20 Fine Sheed, New York 5. NY 
eee a Se . fuckin Michigan Wishinglm. DC 


GAS CONVERSIONS 
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This is not an offering of these Shares for sale, or an offer to buy, or a solicitation of an offer to buy, any of such Shares. 
The offering is made only by the Prospectus. 


472,301 Shares 
Public Service Company of Indiana, Inc. 


Common Stock 
(Without Par Value) 


Rights, evidenced by Subscription Warrants, to subscribe for these shares at 

$31.50 per share have been issued by the Company to holders of its Common 

Stock of record June 2, 1953, which rights expire June 17, 1953, as more fully 
set forth in the Prospectus. 


The several Underwriters have agreed, subject to certain conditions, to purchase 
any unsubscribed shares and, during and after the subscription period, may offer 
shares of Common Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed, 


Blyth & Co., Inc. 
Eastman, Dillon & Co. The First Boston Corporation Glore, Forgan & Co. 


Goldman, Sachs & Co. Harriman Ripley & Co. Kidder, Peabody & Co. 


Incorporated 
Lehman Brothers Merrill Lynch, Pierce, Fenner & Beane 


Smith, Barney & Co. Stone & Webster Securities Corporation 
Union Securities Corporation White, Weld & Co. Dean Witter & Co. 
A. G. Becker & Co. Hemphill, Noyes & Co. A. C. Allyn and Company 
Central Republic Company F. S. Moseley & Co. Salomon Bros. & Hutzler 


(Incorporated) 


Spencer Trask & Co. Wood, Struthers & Co. Harris, Hall & Company 
Bacon, Whipple & Co. Bateman, Eichler & Co. Blunt Ellis & Simmons 
Elworthy & Co. The Milwaukee Company William R. Staats & Co. 
Stroud & Company G. H. Walker & Co. Brush, Slocumb & Co. Inc. 
City Securities Corporation Farwell,Chapman &Co. J.J. B. Hilliard & Son 
Hill Richards & Co. Indianapolis Bond and Share Corporation 
A. M. Kidder & Co. Kiser, Cohn & Shumaker, Inc. Lester, Ryons & Co. 
McCormick & Co. Newhard, Cook & Co. Schwabacher & Co. 
F. S. Smithers & Co. Sutro & Co. First California Company 
Irving Lundborg & Company Richard W. Clarke Corporation 
Collett&Company,Inc. H.Hentz&Co. Hooker&Fay The IllinoisCompany 
Mackall & Coe J.C. Newsome & Co. Raffensperger, Hughes & Co., Inc. 
Shuman, Agnew & Co. Sweney, Cartwright & Co. 
June 4, 1953. 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 








HERE'S WHAT THE ARCHITECT SHOWED 











Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre 
cut. Ts men can lay 32 sq. ft. in 30 see 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
di lition and ion. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 








“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 
modern. 
of money saved. They mean more revenue over the years _ peg building 
° Py ° P crossed ov 
and earlier revenue right from the start. Let's look at the details—” Kay hy teh sone Ange 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. It requires but a small 








Write for the simple facts— hole, takes literally only a few minutes 

No muss with trenches. Tenants can have 

H. H. ROBERTSON COMPANY thee — —?- == 

‘ ‘ cated exactly, as they please. Such per- 

2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania quent Gaudio Seer ome taupe bale 

Factories in Ambridge, Po., Hemilten, Ont, Ell port, Englend ing permanently modern. The exterior may 

grow old-fashioned, but with live arteries 

Offices in 50 Principal Cities : oe Werld Wide Building Servico of power in the floors, the building ites! 
wil) never be electrically outmoded. 
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Gas Yoardians | 


SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


Gas Measurement Engineers have 
been acquainted with the accuracy, 














SPRAGUE NO. 1A METER 


pre 


at unequalled service and low maintenance cost of Sprague Meters and 
tr Regulators for over fifty years. For simplicity of design, rugged con- 
for struction and quality of materials, Sprague products are unrivaled in 


me, 


- their field. 


ne, 
0D 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 
The foresight of Sprague Engineers in the 

, past, today makes the oldest Sprague 
models as efficient as the newest. 


The services of the Sprague Engineering 
Staff ore at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 





eos < SF 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 
BRANCHES: DAVENPORT, 1OWA *® HOUSTON, TEXAS 
LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 





CLEVELAND 226 Divers 


deliver 








@ 4-Speed Main 
Transmission 


© Wheel-Type—Fastest 
Digging Method 

© 12-Speed Crawler 
Transmission 


© Wider Range of 
Trench sizes 


® Generously 
Powered 








© Compact—Less Than 
60” Wide 

@ Full-Crawler 
Mounting —Com- 
pletely Maneuverable 


® “ast Boom Hoist 
© Shiftable Conveyor 


— | ® Truck-Speed 
“eg Portability—Safer, 


Faster Job Moves 


AT LESS COST 


@ One Machine for 
Mains and Services 








® Digs All Soils in 
All Weathers 


® Less Property 
Damage—Crawlers 
Save Lawns, 
Walks, etc. 


® Unit-Type Con- 
struction 


® Lower Maintenance 
Costs 


® Longer Life 
> Get the full story on CLEVELANDS from your local distributor 


rr of the Mov'ern Trencher 





une 18, 1953 Public Utilities Fortnightly 





for You 
Requires 
MORE 
THAN 
GOOD 
DESIGN 


The Proper Power Plant 


Today more than ever prudence requires that a sizable fixed 
investment such as a power facility be carefully integrated with 
the corporation's financial structure and founded on an accurate 
anticipation of the company’s load, possible sources of power and 
future economic trends. 

Such forehandedness is an integral part of Pioneer's power plant 
design work, for Pioneer is not only a consulting and design engineer- 
ing group but an organization of financial and economic specialists 
as well, and the two points of view guide and temper one another. 

Our past and current power plant work recommends that you 
bring Pioneer into the early discussion of your power needs. 


Does Your Power Plant Leak Profits ? 


Industrial plant owners as well 
as utilities can use our operating 
consulting service profitably to 
discover ways of improving 
equipment performance and 
reducing operating costs. 

Are you using the most 
economical fuel in the most 
economical way? 

Are you using labor to the 
best advantage? 

Are you obtaining maxi- 
mum performance from the 
equipment you have installed? 


Are there methods of im- 
proving your operation 
by adding supplementary 
equipment which will more 
than pay its way? 

Our consulting service is based 
on over fifty years of both design 
and operating experience. You 
may be sure, however, that our 
suggestions will balance between 
the ideal and the practical, for 
Pioneer's management view 
point always balances Pioneer's 
engineering — an investment 
safeguard for you 


Pioneer Service & Engineering Co. 
231 South LaSalle Street - Chicago 4, Illinois 
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| Utilities report: G-E capacitors solve | 


summer load problems economically 


Relieve overloaded equipment—release a 
KVA of system capacity for only $15 to $25 


During summer months, low-power-factor air- 
conditioning loads create a serious problem for 
utilities—particularly those in warmer climates. 
The high kilovar content of these loads overloads 
transformers, causes excessive voltage drop and 
high power losses. 
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WHAT IT WILL COST YOU to lower your peak summer 
load with capacitors. At 89% power factor, a KVA 
of capacity can be released with about 3 KVAR of 
capacitors costing $20. 






CAPACITORS—THE PRACTICAL SOLUTION 


Capacitors are widely accepted as the economi- 
cal solution to this problem. Installed in fixed 
and switched banks on distribution substation 
busses or outlying distribution poles, capacitors 
reduce KVA loading of substations and overhead 
lines. And the switched capacitors can help reg- 
ulate voltage—keep voltage up right out to the 
ends of feeders. 


BENEFITS FROM CAPACITORS 


1, Capacitors allow two to three times more load 
to be carried on voltage-limited circuits. 

2. Capacitors release thermal capacity—permit 
substations to carry more kilowatts. 

3. Capacitors often pay for themselves out of 
savings resulting from reduced system losses. 


IF YOU HAVE A SEASONAL LOAD PROBLEM 


If you have a seasonal Joad problem, it will pay 
you to investigate General Electric switched 
capacitors. For full infor- 
mation, get in touch with 
your nearest G-E repre- 
sentative or write General 
Electric Company, Section 
441-4E,Schenectady,N.Y. 
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| California Independent Telephone Association begins annual convention, Los Angeles, 
fal., 1953 





American Society of Civil Engineers ends 3-day spring meeting, Miami Beach, z:) 
Fla., 1953. 





National Scciety of Professional Engineers ends 3-day mecting, Daytona Beach, 
Fila., 53. 





Wisconsin Utilities Association, Accounting Section, begins meeting, Elkhart Lake 
Wis., 1953 





Michigan Gas Association begins meeting, Mackinac Island, Mich., 1953. 
Wyoming Liquefied Petroleum Gas Asso. begins mecting, Casper, W'yo., 1953. 





American Home Economics Association begins meeting, Kansas City, Mo., 1953. 





Michigan Electric Association ends 4-day annual meeting, Mackinac Island, Mich., 
1953. 





4 Canadian Electrical Association begins annual convention, Murray Bay, Quebec, 
Canada, 1953. 





Minnesota Petroleum Gas Association begins annual summer meeting, Detroit ) 
Lakes, Minn., 1953. 





Michigan Liquefied Petvele um Gas Association ends 3-day summer meeting, Hough- 
ton Lake, Mich., 195; 





American Society of Mechanical Engineers begins semiannual meeting, Los Angeles, 
Cal., 1953 





American Society for Testing Materials begins annual mecting, Atlantic City, N. J., 
1953. 








| American Gas Association, Riplteoes Gas Section, ends regional gas sales confer- 
ence, Spring Lake Beach, N. Fas 





JULY 3 





q{ National Housewares & Home Appliance Manufacturers will hoid exhibits, Atlantic 


Céty, N. J., July 13-17, 1953. 
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Courtesy, Southern California Edison Company 


Utility “Fisherman” 


Los Angeles Times Photo 


Instrument-laden hydro staff assistant measuring siream 
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Importance of Accounting in 


Utility Regulation 


Why and where does utility accounting differ from 

business accounting generally? What are its unique 

features? And how can we evaluate its position and 

importance in the scheme of utility business affairs 
and regulations? 


By BERNARD S. RODEY, JR.* 


HE role of accounting, generally, 

is to record the costs that have 

been incurred and the revenues 
that have been derived from business 
enterprises. It provides a financial rec- 
ord of past operations. Accounting is 
not a science because its so-called prin- 
tiples, customs, or conventions do not 
have a basis that is free of man-made 
telationships. Rather, it is a practice or 
procedure that, in the hands of compe- 


*For personal note, see “Pages with the Edi- 
tors,” 
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tent practitioners, becomes a disci- 
plined art. Nowhere is this better ex- 
emplified than in the field of public 
utility accounting. 

Public utility accounting must and 
does reflect the peculiar physical and 
other characteristics of the utility 
companies. It also reflects the demands 
and requirements of the numerous 
parties who are interested in the finan- 
cial results of the utility business. 

The legal designation of a business 
as a public utility has a controlling 
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influence on its accounting. But to un- 
derstand why a business has been de- 
fined as a utility and the effect of this 
on its accounting, some of the physical 
characteristics of a public utility 
should be considered. 

In practically no other type of busi- 
ness is the customer so intimately as- 
sociated with the supplier of the serv- 
ice as he is with the public utility. In 
the case of transportation, the rider is 
personally carried to his destination, 
and for electric, gas, steam, and tele- 
phone service, he is physically con- 
nected by wires, cables, and pipes, to 
the utility. This physical connection 
with the customer partially explains 
why Consolidated Edison of New 
York, for example, is a public utility. 


o be property of an electric, gas, or 
steam utility is divided generally 
into two parts: the production plant 
where the electric energy, gas, or 
steam is made and the distribution fa- 
cilities which carry the service or sup- 
ply to the customer. The fact that the 
energy or gas must be conducted from 
its point of manufacture to the cus- 
tomer through a physical connection 
makes it essential that the distribution 
facilities be located in the public 
Streets. 

Because of crowded subsurface con- 
ditions and avoidance of duplication 
of facilities, it is not in the public in- 
terest to have more than one set of 
distribution facilities in the streets for 
any one utility service. Public utilities 
are, therefore, monopolies in the sense 
that they usually have the exclusive 
right to supply a specific type of serv- 
ice within a defined geographic area. 
As a result, Con Edison has about 
2,750,000 electric, 1,500,000 gas, and 
JUNE 18, 1953 


4,000 steam customers connected to 
its distribution facilities. 

Another physical characteristic of 
an electric and gas utility should be 
mentioned. Electricity cannot be 
stored prior to its use, and gas can be 
stored only to a limited extent. The 
production and distribution facilities 
of the utility, therefore, must be large 
enough to supply the maximum de- 
mand at the time the customer re- 
quires the service. 

Fortunately, the maximum demands 
of some customers are at different 
times from others, and consequently 
this diversity of use reduces their com- 
bined maximum demands. Large num- 
bers of different classes of customers 
connected to a utility system usually 
improve the utilization of the utility’s 
plant. This, in turn, has resulted in 
very large plant investments in single 
utilities in order to produce lower 
unit costs of operation. 


A a result of its physical character- 
istics, a utility is (a) a noncom- 
petitive business, with a (b) large 
number of customers, and (c) a heavy 
plant investment. Each of these three 
factors has played an important part 
in shaping public utility accounting. 

The noncompetitive feature has led 
to the regulation of utilities by govern- 
mental bodies and the adoption of uni- 
form systems of accounts. 

The numerous customers have 
created the need for mass customer 
accounting, with a heavy emphasis on 
machine accounting. 

The large plant investment is re- 
flected in specialized plant accounting, 


continuing property records, and the | 


related problem of depreciation ac- 
counting. 
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IMPORTANCE OF ACCOUNTING IN UTILITY REGULATION 


To place each of these three phases 
of utility accounting in their proper 
background it is necessary to explain 
something about the interests back of 
the utilities, the industries’ general ac- 
counting conventions, and utility reg- 
ulation and the rate-making process, 
all of which have an important bear- 
ing on what is done. 

Utility accounting must serve at 
least seven groups of interests or mas- 
ters generally summarized as follows: 


1. Management, construed to in- 
clude trustees, officers, and all levels 
of responsible supervision. 

2. Stockholders, common and 
preferred. 

3. Creditors, long-term and short- 
term. 

4. Governmental agencies, as 
state regulatory commission, Fed- 
eral regulatory commission, Securi- 
ties and Exchange Commission, 
Federal, state, and city tax authori- 
ties. 

5. Customers, industrial, com- 
mercial, and residential. 

6. Employees, and their union 
representatives. 

7. Trade associations and other 
private and civic organizations. 


A public utility is said to live in a 
glass bowl. The word “confidential” is 
rarely used in the public utility busi- 
ness in relation to accounting data and 
accounting information. 


e 


Accounting Conventions 


,. omy NTING conventions are usages 
or practices adhered to by com- 
mon consent. Applied to public utilities 
certain of these conventions have 
taken on additional meaning to those 
used in other industrial accounting 
fields and may be highlighted as fol- 
lows: 

Entity Convention—Where a util- 
ity supplies two or more types of serv- 
ice, such as gas and electricity, each 
department is treated as a separate en- 
tity for accounting purposes. 

Cost Convention—Accounting gen- 
erally adheres to the cost convention 
which requires that assets be recorded 
at the dollars of initial cost to the busi- 
ness entity. A modification of the cost 
convention in public utility account- 
ing provides that the required “origi- 
nal cost” of the property is deemed to 
be the cost of such property to the per- 
son first devoting it to public service. 

Going Concern Convention — Pub- 
lic utility enterprises, under the as- 
sumption that they will continue in 
business for an indeterminate time, 
retain as assets the costs of intangible 
property, such as franchises, consents, 
and organization expenses, without 
provision for amortization. 

Period Convention—It is assumed 
that the business can determine its 
financial status and its income for a 
given period of time. Such results are 
established for a period of a month, 


“PUBLIC utility accounting must and does reflect the pe- 
culiar physical and other characteristics of the utility com- 
panies. It also reflects the demands and requirements of the 
numerous parties who are interested in the financial results 
of the utility business.” 
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quarter-year, and year. Comparative 
and analytical statements are based on 
these indicated accounting periods. 

Consistency Convention — The 
methods of accounting for income and 
expense, and the reporting of results 
of operations should be consistent 
from period to period. Attention 
should be drawn to any change in 
method. 

The rule, therefore, is consistency 
or complete disclosure. 


| esa of Past Accounting— 
This accounting convention con- 
templates a statute of limitations on 
the impeachment of past accounting 
results. It has been used by regulatory 
agencies to deny the revision of plant 
accounts in favor of the utilities where 
the initial costs were charged to ex- 
pense at the option of the company, 
although properly includable in the 
plant accounts. 

Conservatism in Accounting — 
“When in doubt charge expense” is 
the familiar application of the ac- 
counting convention of conservatism. 
It has been considered good account- 
ing pratice to charge current opera- 
tions, rather than capitalize any ex- 
penditure, the future benefits of which 
are questionable. While there may be 
no particular objection to this conven- 
tion in nonutility accounting fields, its 
use in public utilities should be con- 
sidered in connection with the fact 
that capitalized costs have a determin- 
ing effect on future earnings. The 
charging of indirect and overhead 
construction costs and other items to 
expense rather than capital may seem 
to be the conservative thing to do in 
the period when the expenditure is 
made, but its influence on future de- 
JUNE 18, 1953 


preciation charges and earnings may 
have the opposite effect. 


Regulation and Rate Making 


, I ‘HE rate-making process is the fo 
cal point of utility accounting. It 


is important to emphasize its influence 
because the price that a utility enter- 
prise is allowed to charge for its sery- 
ice in this state is to a large extent, un- 
der prevailing practice in many juris- 
dictions, dependent on the accounting 
methods and standards established by 
the regulatory agency. 

Public utilities are subject to de 
tailed and comprehensive government 
regulation covering practically all 
phases of their activities. This is ac- 
complished generally by state regula- 
tory commissions. The commissions 
generally, in respect to accounting 
matters, have been given authority and 
power to 


1. Determine reasonable rates. 

2. Require uniform accounting. 

3. Prescribe forms of periodic 
and special reports. 

4. Examine books and records. 

5. Control issuance of securities. 


An unusual feature about regula- 
tion in the state of New York is that 
while the normal staff of the commis- 
sion is supported by state appropria- 
tions, special investigations are as- 
sessed against the companies them- 
selves. In the last eighteen years over 
$14,000,000 has been assessed against 
utilities in the course of handling 4, 
400 investigations into their affairs 
and practices. 


: I ‘HE prime purpose of regulation) 
is to establish such rates as will] 
limit the return of the utility to a rea-) 
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PUBLIC UTILITIES FORTNIGHTLY 


sonable amount. Readers of Pusiic 
UrTIitIEs ForTNIGHTLY do not have 
to be told what such elementary terms 
as “return” and “rate base” mean. 
But several other definitions especially 
applicable to accounting phases of rate 
making might be helpful. 

Under regulation, a public utility is 
generally entitled to revenues sufficient 
to provide a fair return after deduct- 
ing all reasonable expenses of opera- 
tion, including taxes and depreciation. 
The accounting concept of “above and 
below the line,” employed mainly in 
utility accounting, provides that all of 
the items of operating revenues and 
expenditures which are included in de- 
termining the utility’s operating in- 
come shall be considered above the 
line, while those items of revenue and 
expense which are not applicable to 
operations, such as interest charges, 
are considered below the line. For 
rate-making purposes, items “below 
the line” are not usually considered in 
arriving at a fair return. 


IX some regulatory jurisdictions and 
in earlier views concerning the fair 
value doctrine, the recorded cost of 
assets on the books of the utilities had 
only a limited evidential significance. 
Costs reflecting improvident expendi- 
tures, or property not necessary and 
needful for the purposes intended, did 
not have to be included in the compu- 
tation of fair value. Conversely, if fair 
value was greater than cost then the 
utility was entitled to a return on the 
excess value. 

Regulatory commissions have in re- 
cent years tended to follow either the 
original cost or prudent investment 
theory as the rate base. The advan- 
tages of such procedure may be found 
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generally in the availability of all per. 
tinent data directly from the account. 
ing records. The reliance on past costs, 
however, during an era of economic 
changes, may distort the end result 
sought if other factors and adjust- 
ments are not given consideration. 


Uniform Systems of Accounts 


YR rate-making process requires 
information concerning operating 


revenues, expenses, plant investments, 
working capital, etc. A functionally 
designed accounting system facilitates 
the assembly of the required data, and 
a uniform system of accounts is, there- 
fore, a necessary tool of regulation. 
Uniform systems of accounts are pre- 
scribed by regulatory commissions un- 
der legislative grant of power giving 
them authority over the accounting of 
public utilities. 

A uniform system of accounts gen- 
erally consists of the following com- 
ponents : , 


List of accounts’ titles. 

Definition of each account and in- 
structions. 

Statement of the bases to be used 
in arriving at amounts to be re- 
corded. 

General instruction and defini- 
tions. 

General form of the balance sheet 
and income statment. 


A typical grouping of the uniform 
accounts appears in the accompanying] 
illustration on page 815. 

The need for uniform and consist- 
ent accounts and accounting became 
evident at an early stage in the history 
of local public utilities and the devel- 
opment of commission regulation. The 
accounts and language of accounting 
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had to be defined before reported re- 
alts could be readily understood by 
egulatory authorities and others who 
had to use the reports. Uniformity and 
jonsistency were necessary before 
comparisons could be made with a. 
surance among utilities and from one 
year to another. 

Under existing uniform systems of 
accounts, a utility is subject to account- 
ing requirements on the basis of the 
service supplied, size of the company, 
and, in certain cases, location and 
project. Thus, the systems of accounts 
or electric, gas, telephone, and other 
types of service, differ from each 
uther due to technical and operational 
characteristics of the business. 


pe present uniform systems of 
accounts were largely introduced 
in 1936 and are the successors of 
earlier systems which had been in the 
process Of development since as early 
a 1876. The present systems have 
een designed as instruments of regu- 
ation and contain certain features not 
found in previous classifications of 
accounts. Among the more important 
changes are: 


1. Requirements for recording 
utility plant on the basis of original 
cost to the person first devoting it to 
public service. 

2. Depreciation accounting as 


distinguished from retirement ac- 
counting. 

3. Segregation of transactions 
between affiliated interests. 

4. Segregation of capital stock 
and discount expenses. 


The systems of accounts are sets of 
rules imposed by regulatory authori- 
ties and do not necessarily conform to 
nonutility accounting practices. At- 
tempts to apply industrial accounting 
standards and methods to utility ac- 
counting do not generally square with 
the unique characteristics of public 
utilities and the use of the accounting 
system for regulatory purposes. 


Customer Accounting 


a from the use of accounting as 
a regulatory aid, the next impor- 
tant peculiarity in the utility field lies 
in customer accounting. In noting that 
Con Edison has about 2,750,000 elec- 
tric, 1,500,000 gas, and 4,000 steam 
customers, it should be realized that 
these are customers whose meters 
must be read, to whom bills must be 
sent, and from whom amounts must 
be collected. Most of Con Edison’s 
customers are billed bimonthly ; that is, 
every second month. However, many 
thousands of large and special cus- 
tomers are billed every month. In the 
course of a year, Con Edison sends al- 
most 20,000,000 bills to its customers. 


follow either the original cost or prudent investment theory 


g “REGULATORY commissions have in recent years tended to 


as the rate base. The advantages of such procedure may be 
found generally in the availability of all pertinent data di- 
rectly from the accounting records. The reliance on past 
costs, however, during an era of economic changes, may 
distort the end result sought tf ciher factors and adjust- 
ments are not given consideration.” 
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These are preceded by approximately 
the same number of meter readings, 
and followed by an almost equal num- 
ber of bill collections. The net result 
of this tremendous billing operation is 
to produce more than $430,000,000 of 
operating revenue. 

Electricity and gas, like many serv- 
ices and commodities, are not sold at 
a single price per unit. For example, 
the rate schedule applicable to electric 
residential service, exclusive of Staten 
Island, on a bimonthly basis is as fol- 
lows: 


20 kilowatt hours or less $1.60 
Next 100 kilowatt hours .044 each KWH 
oe 100 “oe “ee .034 o o 
“ 100 iti “oe .03 “ “ 
and the excess over 320 
kilowatt hours 02 


N addition, electric service rates are 
subject to adjustment according to 
changes in cost of fuel. The rate sched- 


ules for other types of service are 
similar, and in addition include de- 
mand and other special charges. It is 
quite apparent that the billing opera- 
tions must take these variations into 
account and that they add considerable 
complication to the billing operations. 

The utility, because of such size and 
volume of billing operations, must use 
mechanical equipment to a great de- 
gree. At the present time, the alpha- 
betic and numeric tabulating card sys- 
tem is in wide use by Con Edison. It 
is of interest to note that the alpha- 
betic tabulator, which produces the 
customers’ bills, prints the bills at the 
rate of 1,200 to 1,500 completed bills 
per hour. 

Even so, it is becoming increasingly 
apparent that the existing machine ac- 
counting systems are not the final 
word for customer accounting. Much 
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attention and effort is being given t 
the devolpment of electronic account. 
ing equipment that might be especially 
adapted to the problems of utility ac. 
counting. 


Plant Accounting 


ae accounting is another out 
standing feature of utility ac. 
counting. Utility plant cost is the most 
important asset of a utility. At the end 
of 1952, Con Edison had a total plant 
cost of $1,625,858,000. The high 
lights of how such an investment (or, 
original cost) is accounted may be of 
passing interest. In addition to the im- 
portance of utility plant accounting, 
costs related to plant, such as property 
taxes, depreciation, maintenance, and 
a return on capital, are the largest ex- 
penses in the production and distribu-@. 
tion of electricity and gas. 

Under the present New York Uni- 
form Systems of Accounts, utility 
plant must be stated at the original 
cost to the person first devoting it to 
public service. If a utility builds a cer- 
tain plant for $100 and subsequen'.; 
sells it to another utility in an ariu's- 
length transaction for $150, the sec- 
ond utility can place only $100 in its 
plant account. The remaining $50 
must be placed in a plant acquisition 
account and usually may be disposed 
of only as directed by the regulatory 
authority. 

In New York state, the rate base is 
the original cost less depreciation, plus 
working capital. Consequently, utility 
plant as recorded in the books of ac- 
count is the principal element of the 
rate base. 

Under these circumstances, it is not 
surprising that plant accounting has 
been give an emphasis in utilities that 
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Utilities Pay Regulatory Expenses 


66 AN unusual feature about regulation in the state of New York 

is that while the normal staff of the commission is supported 

by state appropriations, special investigations are assessed against the 

companies themselves. In the last eighteen years over $14,000,000 has 

been assessed against utilities in the course of handling 4,400 investiga- 
tions into their affairs and practices.” 





“snot duplicated in any other business. 
Possibly the most striking refinements 
awe the use of Retirement Units of 
Property, the Work Order System, 
and Continuing Property Records. 

A retirement unit is an item of 
lant, the retirement of which, with or 
vithout replacement, is accounted for 
y crediting its book cost to the utility 
lant account in which the cost is re- 
worded, and charging the depreciation 
serve with the same cost less the net 
alvage value (removal cost less sal- 
age). But, replacement of any plant 
em smaller than a retirement unit is 
xcounted for by charging the cost of 
he new item to maintenance. Thus, 
ie retirement unit, in substantial part, 
movides the dividing line between 
jant investment or capital, and main- 
mance. 


Depreciation Accounting 


ETIREMENT units also affect depre- 
ciation accounting. These units 
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the reserve are small. 


on their retirement are charged to the 
depreciation reserve. If the retirement 
units are relatively large, the mainte- 
nance is also large but the charges to 
Therefore, 
maintenance expenditures vary di- 
rectly, and depreciation requirements 
inversely, with the size of the retire- 
ment units. Consequently, a substan- 
tial change in the practice of a utility 
with respect to this recognition of re- 
tirement units may affect the reason- 
ableness of its existing depreciation re- 
serve or annual provisions for depre- 
ciation. 

Retirement units because of their 
importance to plant accounting, and to 
maintenance and depreciation, are 
closely supervised by the regulatory 
commission. One of the tools of such 
supervision is the “work order.” 

The systems of accounts generally 
require that additions to or retire- 
ments of plant be recorded by means 
of work or retirement orders in such 
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a manner as to show the nature of each 
addition or retirement, the sources of 
the costs incurred, and the account or 
accounts to which charged. It should 
not be understood, however, that a 
work order system is a mere regula- 
tory requirement, or that it has no use- 
fulness to management. The work 
order system is a means by which man- 
agement authorizes construction proj- 
ects and maintains control over con- 
struction expenditures. 


Continuing Property Records 


HE volume of utility plant ac- 
counting makes it desirable also 
that a detailed inventory record of the 
cost of plant be continuously main- 
tained. The constant inflow of plant 
additions and outflow of retirements 
add to the complexity of such a record. 
The Continuing Property Record is 
simply a running inventory record of 
physical units and their costs. It has 
many advantages, but none more im- 
portant than the complete substantia- 
tion of the book cost of investment or 
original cost of plant. The Continuing 
Property Record should tie in and 
balance with the controlling utility 
plant accounts, thus providing evi- 
dence that the costs recorded in the 
plant accounts are related to the plant 
actually in service. 


Tax Accounting 


oF very important feature of util- 
ity accounting is taxation ac- 
counting. Now it happens that my job 
with Con Edison is in the tax depart- 
ment. This involves accounting for 
24 different forms of taxes requiring 
over $104,500,000 a year in their pay- 


ment. 


What is really important about util 
ity taxes is not found in accounting 
peculiarities, as such, but in th 
amount actually paid out. Con Edisoy 
experience, is not greatly different j 
this from other public utilities through 
out the country. Our taxes now absor\ 
over 25 cents out of every dollar we 
take in. The split-up to the thre 
governments runs about: 


= Million 
v7 3 4 


State 
City 
Federal 

In the last analysis, of course, thes¢ 
taxes are paid by our customers an( 
as such form a substantial part of the 
huge hidden imposts that presentl 
bear so heavily on all consumers o 
goods or services. 

By way of conclusion, I would lik 
to quote the following passage: 


The rage for reformation common! 
shows itself in a violent zeal for sup 
pressing what is wrong, rather than if 
a prudent attention to establish what i 
right ; but we shall never obtain a fai 
garden merely by rooting up weeds 
we must also plant flowers; for th 
natural richness of the soil we hav 
been clearing will not suffer it to li 
barren; but whether it shall be vainl 
or beneficially prolific, depends on th 
culture. Knowledge is not, as hereto 
fore, confined to the dull cloister, 0 
the gloomy college, but disseminated 
to a certain degree, among both sex 
and almost all ranks.? 


Those who seek information of 
public utility accounting will readil 
appreciate what is now and has bee 
for many years a jewel of great cha 
acter and perfection. 


1 Essays on Various Subjects Principall 
Designed for Young Ladies. Printed by Whit 
tingham and Rowland. London, 1810. 
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“Cussed Independence” 


In 


Yankee Land 


From Shays’ rebellion to the revolt against Truman, 

New Englanders have proved themselves tough cus- 

tomers resisting the threat of too much government, 

a fact which the New England-New York Inter- 

Agency Committee is currently engaged in finding 
out. 


By RICHARD D. GRANT* 


Ltt New Englanders don’t talk or 
A act like Phillips Lord charac- 
ters and some of those who do 

could be like Fred Allen, the radio 
comic. Fred has the flat, squeaky pipes 
of an Aroostook county potato digger, 
but he’s really a Boston Irishman, who 
grew up not far from Dorchester 
Heights, where love of St. Patrick and 
scorn for the British are wrapped up 
in one convenient Evacuation Day 
package every seventeenth of March. 
Down-east Yanks do have some 
identifying traits, however, and this is 
true whether their ancestors marched 
with Myles Standish or joined up later 
through Ellis Island. One is a resolute 


*For personal note, see “Pages with the 
Editors.” 
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determination to mind their own busi- 
ness, expecting outsiders to do the 
same. 

Sheer lack of understanding of the 
town-meeting type of mind bungled 
the conversion of these six northeast- 
ern states, during twenty years of ef- 
fort by New and Fair Dealers. The 
New England Yankee is a shrewd cus- 
tomer and you can’t sell him much if 
he hasn’t already decided to buy it. 


| gee in 1935, Henry A. Wallace, 
then Roosevelt’s Secretary of 


Agriculture, went to Brunswick, 
Maine, to address a Bowdoin College 
institute on regional business recovery. 
Speaking off the cuff, Wallace made 
use of the “get-’em-mad-first” tech- 
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nique. It was a standard approach 
with Washington pitchmen. 

Wallace told a typical native audi- 
ence that the people of the Northeast 
were a bunch of decadent misfits, liv- 
ing on the robust achievements of past 
generations. He added it would do 
them no good to go sniveling to Wash- 
ington for Federal aid till they had 
proved they could stand on their own 
feet. 


\. +e Wallace, New England was 
invaded repeatedly by agents of 


the welfare state. They ranged all the - 


way from condescending big domes, 
full of cocksure theories, to crude 
hatchet men, aiming to chop the com- 
munity down to the level of the lowest 
common denominator. In the canyon 
or the dust bowl this stuff may have 
worked, but it was poison in the land 
of Paul Revere. 

The thing that makes a Yankee spit- 
ting mad is the approach of an official 
do-gooder with a dictated welfare 
project that involves the surrender of 
local control and judgment. 

The public power dealers found this 
out, but they still wouldn’t believe it. 
They blamed their failures on those 
moon-darkening disciples of Machia- 
velli—the “Power Trust.” A quick 
refresher in early American history 
would have taught them that a fellow 
with a celluloid collar often cuts more 
ice down East than a banker with 
spats. 

They might have learned from 
Shays’ rebellion, an uprising of farm- 
ers against post-Revolutionary poli- 
ticians who were held to blame for 
skyrocketing taxes, plummeting prices, 
short currency, and an accumulation 
of punctured mortgages. These rugged 
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individualists attacked the Springfield 
Arsenal, drove out judges, and dis- 
persed the courts. They were stopped 
only when an armed force captured 
their leaders in 18 inches of New 
Hampshire snow on a subzero day in 
January of 1787. 

These rebels were guilty of treason, 
of course, but that was unimportant. 
By British standards, they had been 
guilty of it also in resisting the King. 
They thought they had a right to ex- 
pect their new government to be some- 
thing of an improvement. Sentenced 
to hang, public indignation over their 
plight became so menacing that Gov- 
ernor Hancock of Massachusetts made 
haste to set them free. 


Benne the past two years, the New 
England business community has 
convincingly refuted the charge that 
its distaste for Federal intermeddling 
was inspired by utility propaganda. At 
hearing after hearing on the subject 
of area development, business leaders 
have rejected the panacea of federally 
controlled regional prosperity. 
Early in 1951, the New England- 
New York Inter-Agency Committee, 
an investigating body created by presi- 
dential order, began moving about in 


Maine, New Hampshire, Vermont, | 
Rhode Island, and } 


Massachusetts, 
Connecticut, holding hearings and 
conducting studies. 


There is no effective state repre- | 


sentation on this committee, although 


the New England governors have been | 


permitted to designate representatives 


to sit in. The voting membership is | 
Federal boiler-plate from top to bot- | 


tom. 


This interagency committee, called | 
NENYIAC for short, was something | 
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“CUSSED INDEPENDENCE” IN YANKEE LAND 


of a Truman hat trick to begin with. 
The former President, through an un- 
usual letter to “Veep” Barkley, inter- 
vened to break up a rhubarb in the 
Senate over what form a New Eng- 
land hydro power investigation ought 
to take. Several bills had been filed by 
Congressmen of both political parties, 
some of them providing for direct 
New England representation. 


Fie Congress adjourned and 
on the strength of the broad 
language of an amended Rivers and 
Harbors Appropriation Bill, Mr. Tru- 
man created by Executive Order a 
committee comprising representatives 
of the Army, the departments of Agri- 
culture, of Commerce, and the Interior, 
the Federal Power Commission, and 
the Federal Security Agency, the 
Army being designated the chairman 
agency. Its studies have followed the 
familiar multipurpose valley develop- 
ment pattern with unmistakable em- 
phasis on the power phase. 

To be fair to the committee it 
should be said that public hearings to 
date have been well-conducted. What 
disturbs New England people is that 
these special agencies frequently 
ignore most of what the public says or 
thinks when making their recommen- 
dations. Electric utilities have been up- 
set by reports that NENYIAC is con- 
sidering government redevelopment of 
existing power installations, private as 


e 


well as public and steam as well as 
hydro. Frankly, they fear a Federal 
power grab. 

Throwing New England into the 
same hopper with New York state left 
a sour taste. New York has power 
problems, too, but they are not iden- 
tical with those of New England, in- 
dustrially or otherwise. A popular 
supposition is that Mr. Truman in- 
cluded New York to weight a balance 
in favor of public power by adding the 
very large agricultural population of 
the Empire state, with its heavy in- 
terest in rural electrification. 


} pena of New England’s situa- 
tion in the extreme northeast 
corner of the nation, its electric rates 
are made higher than some others by 
higher fuel and transportation costs. 
So much value is added to the average 
New England product by manufac- 
ture, however, that the difference in 
power cost is too small to worry about. 
What New England needs most to be 
sure of is that its power supply will 
be adequate for future needs. This is 
the point to which public power 
propagandists have shifted their at- 
tack, after years of trying to shame 
New England utilities by comparing 
their rates with the phoney TVA yard- 
stick. It is amusing to note that now 
even TVA’s Gordon Clapp, having 
gone in big for steam generation, re- 
calls his organization’s failure to per- 


community has convincingly refuted the charge that its dis- 


q “DurinG the past two years, the New England business 


taste for Federal intermeddling was inspired by utility 


propaganda. At hearing after hearing on the subject of 
area development, business leaders have rejected the pana- 
cea of federally controlled regional prosperity.” 


823 


JUNE 18, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


suade New England power customers 
to move their operations to the Ten- 
nessee valley. 

The big scare talk at the moment is 
that private enterprise in New Eng- 
land is not big enough to do by itself 
the job that needs to be done to sup- 
ply enough power to keep up with the 
forthcoming expansion of regional 
economy. The complete answer to this 
is the $3 billion program of new con- 
struction, announced last fall by New 
England’s electric utilities, which will 
give the area between 9,000,000 and 
12,000,000 kilowatts of capacity by 
the year 1975. 

Better than 90 per cent of this will 
be steam plant construction, a pretty 
good indication that most economical- 
ly feasible hydro power sites have been 
utilized. 


N™ ENGLAND has no ingrained 


cantankerous prejudice against 
the satellite functions of an authority 
like TVA, such as flood control, navi- 
gation, and the like. Most New Eng- 
land people wani flood control, better 
navigation facilities, good water sup- 
plies, and improved recreation. But 
they don’t want these things in the 
form of a spurious Federal “gift” that 
deprives them of valuable tax property 
and liquidates their power to govern 
themselves. 

Such staunch opinions have been 
presented to NENYIAC by a pre- 
ponderance of witnesses before the 
interagency committee, beginning at 
Springfield, Massachusetts, in June, 
1951, and continuing through the 
other five states of the area to the end 
of 1952. 

The power companies were well able 
to present their side of the question, 
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as they usually are, but the spon- 
taneous turnout of irate citizens, rang- 
ing from large manufacturers to 
members of wild-life clubs, gave the 
proceedings a negative character. On 
the opening day, a woman from Provi- 
dence, Rhode Island, challenged the 
very purpose of the investigation, 
somewhat to the embarrassment of 
Colonel F. F. Frech, the Army chair- 
man. Commenting on an obviously 
weighted emphasis placed on public 
power, Miss Ruth M. Gilmore, co- 
director of the Natural Resources | 
Workshop of Rhode Island, said that 
if the committee’s interest is primarily 
power development “it ought to be | 
sufficiently honest to recommend to | 
the President that it be disbanded im- 
mediately.” 

Colonel Frech promised that all 
phases of the investigation would get | 
proper attention, saying power had at- 
tracted most attention “because it is 
the most controversial.” 


M** at these NENYIAC hear- | 
ings were astonished when rep- | 
resentatives of organized labor—the | 
International Brotherhood of Elec- 
trical Workers (AFL) and of the | 
Utility Workers Union (CIO)— | 
showed up to speak against extending 
the government’s participation in the | 
power business. This was true at | 
Springfield and in Syracuse, New | 
York, where, at a hearing strongly 

slanted toward rural electrification, | 
the heat was really turned on by John § 
P. Daly, international representative | 
of IBEW. Employees of government § 
power projects, he said, were being § 
treated no differently from people | 
forced by Fascism, Nazism, and Com- 
munism to work for the state. 
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Yankees Eye a Gift Horse 


“— ENGLAND has no ingrained cantankerous prejudice against 

the satellite functions of an authority like TVA, such as flood 

control, navigation, and the like. Most New England people want flood 

control, better navigation facilities, good water supplies, and improved 

recreation. But they don’t want these things in the form of a spurious 

Federal ‘gift’. that deprives them of valuable tax property and liquidates 
their power to govern themselves.” 





At a hearing at Montpelier, Ver- 
mont, in March of 1952, Theodore A. 
Kane, representing the Associated In- 
dustries of Vermont, denied there was 
any real support for a Federal valley 
project in that state. His organization, 
he said, believed that private enterprise 
could control floods better and protect 
the farmers from soil erosion. This 
was a one-sided hearing, with similar 
sentiments from other speakers includ- 
ing a prominent paper manufacturer, 
Thomas Farwell, head of the Ryegate 
Paper Company. 

Before the hearing began, Governor 
Lee Emerson of Vermont made‘a 
point of commenting that “more and 
more, people expect the government to 
provide local benefits that earlier gen- 
‘erations have provided for them- 
selves.” The morning headlines next 
day featured the direct charge by 
President Albert A. Cree of the Cen- 
tral Vermont Public Service Corpora- 
tion, the state’s biggest electric com- 
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pany, that the Rural Electrification 
Administration has slowed the work 
private utilities were doing to help 
farmers to get electricity. If REA had 
kept out of the state, said Cree, the 
job, now 94 per cent finished on all 
occupied farms, could have been done 
much quicker. 


ENYIAC journeyed to Augusta, 
Maine, on June 12, 1952, and 
ran into a whole truck load of grief. 
The hearing was like one of those tag- 
wrestling matches, with a couple of 
hundred people throwing headlocks 
on one side and almost nobody stand- 
ing up on the other. 

E. W. Atwood of the Bates Manu- 
facturing Company, a big textile out- 
fit, said his company was the largest 
local taxpayer and that town finances 
would suffer severely if Federal power 
should increase their burdens by tak- 
ing the present tax-paying utility out 
of circulation. 
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“There are two definitions of ‘cheap 
power,’ ” said Atwood. “When power 
is cheap to consumers, it can be very 
expensive to the taxpayers.” 

J. William Schulze of the Bath Iron 
Works was a sharp critic. He called 
Federal power a step toward destruc- 
tion of America’s business economy 
and its very form of government. 
Under a pretext of beneficial improve- 
ment, said Schulze, it results in heavier 
taxes on workers and farmers, con- 
fiscating their income and their capital. 

President Earl A. Foss of the Wil- 
ton Woolen Company said his com- 
pany now pays $475,000 a year in 
taxes, Instead of promising to shave 
power costs, which are inconsequen- 
tial, declared Foss, he would welcome 
somebody with a plan to bring taxes 
down to somewhere within reason. 
He added that Federal invasion of the 
power field in Maine would wipe out a 
lot of local water companies. 


8 gee Maine business leaders who 
teed off on Federal multipurpose 
development were President James L. 
Madden of the pulp and paper firm of 
Hollingsworth & Whitney, Roy V. 
Weldon of the Great Northern Paper 
Company, and Everett Ingalls, vice 
president of the S. D. Warren Com- 
pany of Westbrook. Madden disposed 
of the notion that Maine needs Fed- 
eral reforestation, saying most private 
timber owners have well-developed 
forest planning programs already. 
Dennis Getchell of Limestone, a large 
producer of livestock and potatoes, 
spoke for the Potato Industry Council 
of Maine. He ridiculed the idea that 
the area needs a Federal soil erosion 
program, or an irrigation program, or 
one to control insect pests. 
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“Aroostook county is the only area 
in the United States which never has 
experienced a crop failure because of 
weather conditions,” remarked Farm- 
er Getchell. “We have no need of ir- 
rigation. We have ourselves been 
working for twenty years on soil ero- 
sion and have virtually eliminated it. 
We can handle our small insect prob- 
lem locally and do it well.” 

Others in an almost solid line-up 
against Federal intervention were 
Carl R. Smith, assistant to the presi- 
went of the Bangor & Aroostook Rail- 
road; A. M. Knowles of the Maine 
Central Railroad ; Stanwood L. Bailey 
of the Maine Merchants Association; 
Guy O. Butler, Maine Hotel Associa- 
tion; J. Elliott Hale of the Kennebec 
Water District; William F. Wyman, 
president, Central Maine Power Com- 
pany; and Robert N. Haskell, vice 
president and general manager, Ban- 
gor Hydro-Electric Company. 

Next day Maine daily newspapers 
commented on the nearly unanimous 
disapproval of Washington paternal- 
ism by Maine industries and by a good 
cross section of the public. They 
pointed out that its only support came 
from the political contingent and from 
those primarily interested in the 
rejected Passamaquoddy tidewater 
power project. In this they leaned on 
the hope of an international develop- 
ment of ’Quoddy, a thing NENYIAC 
agreed never had been studied. 


rN Hartford, Connecticut, NENY- 
IAC ran into more of the same 
thing. Sherman R. Knapp, president 
of the Connecticut Light & Power 
Company, gave a full presentation of 
the Connecticut power situation. Busi- 
ness interests were solid in their op- 
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position to Federal river valley exploi- 
tation. Even the political tub-thumpers 
seemed to have become tired of show- 
ing up and committee members asked 
few questions. 

William B. Cafky, executive vice 
president of the Connecticut Chamber 
of Commerce, said his organization 
favors the interstate compact method 
of getting such things done, rather 
than by Federal patronage, under Fed- 
eral control. 

“We believe the primary function 
of the Federal government should not 
be that of entering into competition 
with, or superseding, these proper 
functions of the state, nor of any 
group of its population,” Cafky said. 

The Connecticut Manufacturers 
Association, represented by Frederick 
H. Waterhouse, informed tiie commit- 
tee that its members have demanded 
a cut of $14.4 billion in Federal ap- 
propriations for 1953. Instead of look- 
ing for additional projects on which 
to spend money, the government ought 
to seek ways to reduce Federal ex- 
pense, declared this spokesman for the 
state’s largest industries. 

Executive Director Carter W. At- 
kins of the Connecticut Public Ex- 
penditure Council—biggest Connecti- 
cut taxpayers’ group; C. L. Eyanson 
of the Naugatuck Valley Industrial 
Council, Inc.; Bernard G. Kranowitz, 
representing the New Britain Cham- 
ber of Commerce; and Alcott D. 


Smith of the Connecticut Water 
Works Association, were others who 
poured it on. 


oom agencies responsible for 
improving highways and navigable 
waters took a beating at Concord, New 
Hampshire, from the public works 
commissioner of New Hampshire, 
Frank D. Merrill, at a hearing held 
October 9, 1952, at Concord. He 
blasted ‘them for neglecting Ports- 
mouth harbor, while fiddling around 
with public power. 

Avery Schiller, president of Public 
Service Company of New Hampshire, 
which serves 70 per cent of the state, 
told the NENYIAC panel that his 
company now pays nearly twice as 
much in taxes as the whole billion- 
dollar TVA is paying the government 
in lieu of taxes. He said there is no 
need of a federally supported, tax- 
exempt super project there. 

“I am disturbed,” said President 
Schiller, “by many things I have read 
and heard, which seem to indicate that 
some people in high places are inter- 
ested in bringing Federal power to 
New England in order to secure for 
the Federal government a grasp on the 
region’s economy.” 

The grass roots were well repre- 
sented. Ed Ellingwood of Keene 
pounded the table with his ivory 
knuckles—said he had it “straight 
from the Interior Department” that 


northeast corner of the nation, its electric rates are made 


rice of New England’s situation in the extreme 


higher than some others by higher fuel and transportation 
costs. So much value is added to the average New England 
product by manufacture, however, that the difference in 
power cost is too small to worry about.” 
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this whole deal was nothing but a 
power project. A rugged chap with a 
Paul Bunyan shirt of bright red 
flannel, answering to the name of 
Dufresne, told the official visitors that 
New England had “no room for a 
TVA which would take over the best 
farm lands along its river bottoms,” 
thus eliminating their tax-paying con- 
tributions. 

“You leave our piddling 
streams alone!” he said. 


little 


7 oe of the whole proceeding, 
according to the Manchester 
Union-Leader, was sounded by Hugh 
Tuttle, a Dover Point market garden- 
er, whose eyes fairly snapped as he 
stuck out his chin in the direction of 
the NENYIAC chairman. 

“We're cussedly independent up 
here!” he snorted. 

Last calling place on NENYIAC’s 
first trip “around the circuit” was 
Rhode Island, a state so small in area 
and so flat in terrain that not even a 
cloud-painting fellow traveler could 
find within its borders a place to hatch 
a hydro power plot. By the time the 
committee got to Providence on 
November 13th, the act was becoming 
old hat to the press, so it didn’t get 
much space. 

Chandler W. Jones, vice president 
of Narragansett Electric Company, 
and the dynamic Mr. Cree of Ver- 
mont, appearing for the Electric Co- 
ordination Council of New England, 
spoke effectively of the steady expan- 
sion of New England’s electric load 
growth and of their capacity to meet 
it with plenty of reserve. Jones said 
Rhode Island is well ahead of present 
demand, with 18 per cent reserve on 
tap. He could see no time in the next 
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twenty-five years when the state's 
private utilities could not amply take 
care of all power requirements. 

Businessmen here were as solidly 
against public power development by 
Federal agencies as elsewhere, with 
Robert B. Dresser, representing the 
Associated Industries of Rhode 
Island, recording his group in unalter- 
able opposition to the use by the 
Washington government “of taxpay- 
ers’ money and government credit to 
compete with any form of private 
enterprise.” 


_ M. CotwortH of the Uni- 
versity of Connecticut appeared to 
get under the skin of Colonel Frech’s 
successor as NENYIAC chairman, 
Colonel Benjamin B. Talley, by charg- 
ing the committee with spending so 
much time on the power phase as to 
give the public the idea it was not 
much interested in other elements of 
the study. The chairman took time out 
to cite the group’s activities for a year 
in such subjects as conservation and 
development of navigation as proof 
of its broad intentions. 

NENYIAC has, of course, done 
most of its work behind these public 
sessions. Fourteen individual groups 
are studying as many particular prob- 
lems. Including professional members, 
the committee has about 185 people 
working. It hopes to get more money 
from Congress this year to continue 
the survey, having received $1,440,- 
000 to date, or about half the original 
estimate of cost. By the end of 1953 
it hopes to be in a position to make a 
preliminary report. After that is pub- 
lished, there is likely to be a whole 
new series of public hearings for its 
discussion. 
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Doubtless the indicated industrial 
character of the Eisenhower adminis- 
tration will have a bearing on future 
plans. This should help to calm the 
fears of many that this Truman-spon- 
sored setup was just another javelin, 
pointing toward Socialism. The alarm 
of business circles was best expressed, 
little more than a year ago, by Walter 
C. White, when he uttered these words 
before New Hampshire industrialist 
members of the New England Coun- 
cil: 

There are insidious forces at work 
within and on the fringe of this 
(NENYIAC) committee, I believe 
the whole thing is an attempt to set 
up a northeast power grid to include 
everything from Niagara to Passama- 
quoddy. There is plenty of evidence to 
indicate such an attempt and, so far, 
no evidence has been put into the 


record to prevent such a move. 

This nation is following the irresist- 
ible promises of a lunacy doctrine. We 
are finding ourselves being seduced 
into Socialism, We have almost reached 
the point of no return. If the trend of 
the big bureaucrat is not arrested, we 
will find ourselves in the status of a 
needy moocher, living on handouts 
from Washington. 


wee C. Wuitz is chairman of 
the New Hampshire Water Re- 
sources Commission and, by virtue of 
appointment by the governor of New 
Hampshire, an advisory member of 
NENYIAC itself. The governor who 
appointed him to the Inter-Agency 
Committee was none other than Presi- 
dential Assistant Sherman Adams, 
now regarded officially as the closest 
man in America to Dwight D. Eisen- 
hower. 








The Humanity Of Mechanization 


—? use human beings, to squander human abilities reck- 
lessly on tasks that can be mechanized is no longer prac- 
tical. Economic considerations of cost, as well as humane con- 
siderations of the dignity of the individual, make such waste of 
human resources repugnant to enlightened management. 

“This trend toward greater mechanization will continue with 
the discovery and improvement of devices that will conserve 
human energies for things that human beings alone can do. 

“Within the life span of men now living, many men were little 
more than beasts of burden and many more doomed to serve 
out their working lives doing menial or routine tasks that ma- 
chines now do better. 

“Nowadays the electrie battery or gasoline motor in the lift- 
ing truck or conveyor system speedily moves the load that 
strained the backs and broke the bodies of human beings. Count- 
less clerks spent long and monotonous hours perched on high 
stools, writing laboriously with pen and ink the records that 
now are written by automatic office machines hooked into elec- 
tric circuits.” 

—A. N. SEARES, 
Vice president, Remington Rand, Inc. 
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Can This Be Utilities’ Classless 
Society? 


Since the end of World War II unleashed the pent-up 

consumer demand for appliances, earlier problems 

of merchandising, promotion, sales competition, and 
related puzzlers have been making reappearances. 


By JAMES H. COLLINS* 


HE wolf shall also dwell with the 
lamb, and the leopard shall lie 
down with the kid, and the young 
lion and the fatling together . . 
We have Scripture for that. 
3ut how about gas and electricity? 

And the appliance dealer dwelling 
with the utility company that also sells 
appliances ? 

In San Diego they have been going 
along together for twenty years, and 
everybody making money at it. 

Rated as one of the most effective 
trade organizations in the country, 
and tops in the appliance business, the 
Bureau of Home Appliances of San 
Diego county is a family of competi- 
tive interests that takes in each other’s 
washing, and lives happily, and even 
has fun. 

Back in 1930, on the eve of the de- 
pression, a small group of refrigera- 


*For personal note, see “Pages with the 


Editors.” 
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tion distributors in this California city 
formed the habit of meeting frequently 
to discuss their problems. At that time 
the home refrigerator was something 
that had to be sold by education. The 
meetings developed a friendly spirit, 
and the understanding that sales were 
made, not by one dealer taking the pur- 
chase away from others, but through 
cultivating the public’s desire to own 
such a convenience. 


cr of these meetings came an 


idea. A young appliance sales 
manager, named J. Clark Chamber- 
lain, suggested that a trade association 
be formed, taking in retailers as well 
as wholesale distributors, and working 
with the local utility company to pro- 
mote appliances for the good of the 
community. 
Electricity and gas went in together 
right there, because the San Diego Gas 
& Electric Company sold both—was a 
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gas company that away back when had 
gone electric too. 

At that time this company actively 
retailed appliances, and so was in com- 
petition with the fellows in the new 
association. 

It was agreed that, if the utility 
company would come in, the bureau 
would back up a 90-day experiment 
in promotion, at the end of which pe- 
riod either side could call it off. The 
experiment is still going. 

The utility people liked the idea. Its 
president, A. E. “Doc” Holloway, 
since retired, agreed to put up funds 
for advertising, and assigned his ap- 
pliance merchandiser, E. W. Meise, to 
help make the experiment successful. 
Meise was promptly elected first presi- 
dent of the bureau. 

A nice lot of young fellows, all pals, 
getting along together. But there was 
a depression on, and as Ben Franklin 
said, “We must all hang... .” 


HE bureau was formed in Septem- 
ber, 1932, and by the following 
autumn, October, 1933, had learned 
enough about results from promotion 
to stage its first appliance show. It is 
believed that this is the oldest sequence 
of such shows in the country—there 
was an interruption during the war. 
It was held on the Municipal pier, on 
a pattern followed ever since—free ad- 
mission, nothing but appliances, all ex- 
hibits uniform in decoration. For a 
feature, it was opened with the then 
marvelous electric eye. It drew 50,000 
people. San Diego county had 225,000 
at the time. These annual shows have 
long been held in Balboa Park. At- 
tendance has passed the 200,000 mark 
—county population is now around 
700,000. 
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To get about one person in four out 
of total population to come in and see 
gadgets for sale has taken showman- 
ship. The boys in San Diego list a lot 
of “firsts,” among which are these: 

Chilled food institutes were started 
to popularize the refrigerator, exhibi- 
tions of every refrigerator sold in the 
area, with domestic science specialists 
demonstrating chilled food recipes. 
These aroused such interest in the 
home refrigerator that the idea was in- 
cluded in the regular shows. Right 
after the war, frozen foods got special 
attention in a clinic of food freezers, 
locker plants, package material pro- 
ducers, and retail food and appliance 
dealers. 

The automatic ironer was a natural 
for early promotion, also in separate 
shows, with an amateur ironers’ con- 
test, in which 268 amateur radio per- 
formers also sat down to prove that 
they could operate the contrivance. 
More than 10,000 visitors attended 
this show, and for a free hand towel, 
more than 3,000 of them sat down and 
ironed the towel. 


Ss Dieco had an exposition in 
1936, and the bureau and the util- 
ity company together built a Palace of 
Electricity, housing exhibits and elec- 
tric wizardry of 25 electrical manu- 
facturers. There were more than 750,- 
000 visitors. 

Radio has been promoted by ar- 
rangements made with “hams” to 
transmit messages from show visitors 
to any part of the world, including the 
Byrd expedition at the South Pole. 

Traffic appliances were spotlighted 
with a “coming out” party, the idea 
being to have housewives bring out 
forgotten toasters, mixers, and the 
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like. There was a 3-day demonstration 
of table appliance cookery. 

Another successful promotion of 
radio was a referendum, in which the 
public went to radio stores, and got 
ballots to vote on such questions as: 
Do you believe radio news is impar- 
tial? Do you think children’s programs 
are harmful? Are there too many com- 
mercials and too long? Highly success- 
ful in getting out the vote, and selling 
sets. 

Electric blankets were promoted by 
raising a fund to rebuild the burned 
cabin of San Diego’s oldest Indian, 
Joaquin Paipa, 117 years old, $1,000 
being raised by a dollar chipped in 
from every electric blanket sale. 


fe “Magic Bed” promotion was a 
bed equipped with electric bed 
covering, television, coffee maker, tele- 
phone, electric shaver, heat and sun 
lamps, toaster, and vibrators. Dealers 
gave coupons with blanket sales, and 
the bed was given away as a grand 
prize. Appliance sales kept up for 
many months after. 

Television promotion began in 1951 
with a series of newspaper ads, each 
picturing some prominent citizen with 
his say-so for the set he owned. This 
was followed next year with a “Tele- 
vision in the Schools” program, in 
which twenty sets were installed in 
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schools, furnished by dealers in all 
makes of TV. 


iy 1945, as war’s end approached, 
the bureau compiled a booklet “Ap- 
pliance Retailing Outlook in San 
Diego County,” as a guide to service- 
men and women coming home. It told 
the facts of life about that business, 
and was credited with stemming the 
flow of amateur dealers into the trade. 

To promote gas appliances, a 
“Spring Fair of Modern Home Ideas” 
was staged in 1937, with 50,000 visi- 
tors attending. This has continued. 
There has never been any conflict be- 
tween electricity and gas, because the 
utility company has both to sell, and 
dealers feel that, with popular ap- 
pliance education, it is up to them to 
make their own sales. Many San Diego 
retailers handle both types of ap- 
pliance, and bureau committees fairly 
divide them on committees. 

The problem of appliance selling by 
the utility company never caused any 
heartburnings while it continued, and 
was automatically solved by the war. 
During that period there were no ap- 
pliances, and the company took that 
occasion to retire from the appliance 
retailing field. During the early years 
of appliances, from the late 1920’s, 
with fewer retailers, not too well- 
heeled or experienced, the company 


of refrigeration distributors in this California city [San 


q “Back in 1930, on the eve of the depression, a small group 


Diego] formed the habit of meeting frequently to discuss 
their problems. . 
spirit, and the understanding that sales were made, not by 
one dealer taking the purchase away from others, but 
through cultivating the public’s desire to own such a con- 
venience.” 
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found that direct merchandising of ap- 
pliances was necessary to build elec- 
trical and gas load. As the dealer corps 
grew, and was backed by educational 
promotion, the selling function could 
be turned over to them. 

In 1932, when the bureau started, 
there were only 150 retailers and 10 
distributors in the county. Today there 
are 450 retailers and 30 distributors. 
Volume has grown from a yearly $3,- 
500,000 to $50,000,000. In 1932, the 
average electric residential consump- 
tion was 638 kilowatt hours a year, 
which today is 2,153 kilowatt hours. 
Both gas and electricity users have 
about tripled, being now around 170,- 
000 for “juice” and 150,000 for gas. 
Yearly sales of all appliances, includ- 
ing radio, were 29,560 in 1932, and 
are today, with television, approach- 


ing 350,000. 


NX war’s end, with appliances soon 
to be available again, the bureau 
saw the need for sales training of re- 
tailers and their personnel. Before the 
war, advantage had been taken of 
George-Dean Act retail education fa- 
cilities, through the California State 
Department of Education, and periodi- 
cal sales classes were held. After the 
war, this training was put on a full- 
time basis. 

Classes are held in four kinds of 
selling, on a setup that makes them 
easily available to member retailers, 
distributors, or their sales people, with- 
out charge. The first month the ABC’s 
of Selling are taught, the second 
month Major Appliance Selling, the 
third month Creative Selling in To- 
day’s Market, and the fourth month 
Selling against Resistance. Two night 
sessions each week cover the lessons, 
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and the whole series is then repeated. 
Graduates of the four courses receive 
a certificate of merit which is valued 
in the San Diego area. Up to the pres- 
ent time, nearly 2,000 students have 
taken one or more of these staple 
courses. 

Then, the sales training committee 
of the bureau, one of the hardest- 
working of them all, puts on special 
features. It will arrange mass sales 
training clinics, with four evening lec- 
ture sessions, drawing up to 2,000 peo- 
ple. Or outside authorities on credit, 
financing, insurance, customer service, 
advertising, display, and personnel will 
be called in for a course in Successful 
Management of an Appliance Busi- 
ness. For other courses, manufacturers 
and distributors will be invited from 
outside, to deal with particular angles 
of the appliance trade. 


Fo yrages feature held last fall was 
the Yes-But Sales Contest, in 
which the bureau put up $650 for cash 
prizes, first prize $100, to bring out 
25 common customer objections aris- 
ing in appliance sales, and 25 good an- 
swers used by salesmen who answered, 
“Yes—but .. .” 

First, a form was distributed to sales 
people, upon which they wrote custom- 
er objections that arise in their work. 

From these forms the sales training 
committee selected the 25 objections 
most often used, and these were 
printed and sent to contestants to be 
answered. From these answers, under 
a code that masked identities, the ten 
best answers to each objection, from 
all papers, were sifted and scored on 
a system of points, and the prizes 
awarded, after which names were 
looked up. 
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Annual Fair For Modern Home Ideas 
all B- promote gas appliances, a ‘Spring Fair of Modern Home 
Ideas’ was staged in 1937, with 50,000 visitors attending. This 
has continued. There has never been any conflict between electricity 
and gas, because the utility company has both to sell, and dealers feel 
that, with popular appliance education, it is up to them to make their 
own sales.” 





Typical objections and answers are 
like these — condensed from the 
printed results which were distributed 
to all contestants : 

Your price is too high. Yes, but you 
generally pay a little more for the best. 
Be sure you pay enough to get your 
money’s worth. This appliance is a 
long-term investment. Price is only the 
beginning of your cost. 

My old refrigerator ts still running 
—why should I get a new one? Yes, 
but have you noticed it slowing up in 
freezing? That means the compressor 
is wearing out. It may fail when you 
need it most. Let us eliminate that 
hazard, put in one with greater capac- 
ity—and make all these new frozen 
desserts. 

I'll have to talk to my husband. 
Yes, but the housewife decides three 
times in four of ali my sales. Familiar- 
ize yourself with this fine appliance. 
I'll put on a 24-hour holding tag. I'll 
bet you a pair of nylons your husband 
says, “Go ahead and buy it.” 
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HE bureau also has training 

courses for service technicians, 
dating back to the outbreak of the war, 
when skilled technicians were taken 
into the armed forces. It was necessary 
to train others for the trade—during 
the war, with new appliances unob- 
tainable, the serviceman was impor- 
tant in maintaining those owned by 
customers; service became nearly the 
whole of the retailer’s business. 

After the war, the bureau started 
the first apprentice course in Califor- 
nia, with trade certificates from the 
state for graduates. Also, a radio tech- 
nicians’ examination, to rate service 
mechanics, was started, and has been 
followed by one in television. More 
and more it is being recognized in the 
appliance business that the service- 
man, the trouble shooter, with his kit 
of tools, is an important factor in 
maintaining customer good will, and 
uncovering prospects for new sales. 

Television brought new activities, 
including the launching of San Diego’s 
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one TV station, KFMB-TV, with 
close co-operation between the bureau 
and dealers while the station was 
building. Television technical training 
was provided; noncompetitive televi- 
sion information made available to the 
trade; a “TV Facts” booklet compiled 
for the public and distributed by tens 
of thousands; standards set for televi- 
sion advertising and selling; and a co- 
operative program developed for re- 
ducing television interference. 

Electrical contractors have been 
members from the start, but at war’s 
end were formed into a division of 
their own, and their kinds of work 
publicized by special displays of wir- 
ing, and rated by certification. 


6 bes bureau compiles reports that 
are of great value to men selling 
appliances, electricity, and gas. From 
confidential dealer reports a monthly 
estimate of appliance sales in the coun- 
ty; a twice monthly “news letter” re- 
porting news of the trade; special 
bulletins reporting all advertising and 
promotional campaigns for appliances, 
local, regional, and national; and a 
yearly report on all activities of the 
bureau, the trade, and the industry, by 
months. 

But one feature for which the bu- 
reau is widely known is the semian- 
nual conference, which draws appli- 
ance people from far and near. Maybe 
the “Manufacturers’ Bull Session” 
would draw them regardless — as 
many as thirty manufacturers or their 
regional representatives are given the 
floor for two or three minutes, each to 
talk about his own products, no cen- 
sorship. The bureau with showman- 
ship unveils its current and long-range 
promotion plans; special sales train- 
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ing activities are injected into the pro- 
gram; prominent speakers from afar 
are sought long ahead by the hard- 
working conference committee ; the lo- 
cal boys have a chance to see the big 
shots from outside. 


ND as the side-show barker said to 
the father with twelve sons, 
“Come in absolutely free, all of you— 
it’s as important for my educated 
moose to see your family as it is for 
your family to see my moose.” 
Soberly, these stepped-up winter 
and summer conferences, so scheduled 
that everything happens between 
breakfast and supper, are thought to 
be the best-known meetings of their 
kind held anywhere in the nation. 


HERE is a tremendous load of 

committee work involved in all 
these activities, so a list of committees 
should be presented : 

Advertising and sales promotion; 
CP-gas range promotion; sales train- 
ing; home freezer promotion; show 
committee; semiannual conference 
committee; electric range and water 
heater; television and radio interfer- 
ence; membership; appliance repair 
training; television retailers; televi- 
sion distributors; electric sink promo- 
tion; electric housewares promotion; 
laundry equipment promotion; air 
conditioning; TV and radio appren- 
ticeship training; electronics division ; 
electrical contractors division. 

It all adds up to a tremendous pub- 
lic interest in appliances and utility 
service, and they have a yardstick for 
that. The visiting firemen from the ap- 
pliance factories are taken over the 
floors after one of the big show days, 
when thousands of people have seen 
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the exhibits and been given tons of 
printed matter. Hardly anything in 
that line is found on the floors. Show 
attendance is of high character, at- 
tributed to free admission, and the 
fact that these shows are regarded as 
civic affairs, being held in the city’s 
principal park. The bureau has never 
needed police or guards, and uses no 
exhibit space salesman or outside ac- 
tivities. There is always a greater de- 
mand for space than can be accommo- 
dated in the four buildings that house 
the shows. 


HERE is a ringleader for it all, the 

fellow who had the original idea, 
J. Clark Chamberlain, secretary-man- 
ager. When the bureau celebrated its 
twentieth anniversary last fall, Cham- 
berlain got a lot of facts together for 
a historical booklet, but said nothing 
about himself. So Bankman E. G. 
Merrill, Jr., with some of the men who 
had worked with Chamberlain, got up 
a circular to go with the booklet, giv- 
ing facts. 

He is a Californian, born in Pasa- 
dena, who came to San Diego in 1930 
and organized a Toastmasters Club, 
and later was active in organizing the 
Toastmasters International. He is still 
active in that field, one in which many 


a fellow has developed abilities that 
have been most useful in his career. 

After starting work that resulted in 
the bureau, he formed the Service 
Club Presidents Council of San Diego 
county, and became its first president 
—and is still active in that. 

He is a trustee and active member 
of the First Presbyterian Church. 

He has always been active in Red 
Cross and Community Chest work. 

He is a past president of the Elec- 
tric Club, a past commander of the 
American Legion, vice president of 
the Goodwill Industries, and so on, 
and so on. 

Appliance fellows say Clark Cham- 
berlain might easily handle such a job 
as general sales manager of any big 
corporation, and that when it comes 
to pay check, he has such a job right 
where he is. 

For fellows like this there is a 
dictionary word, “gregarious.” From 
the Latin “gregarius,” “having the 
habit of associating in flocks, herds, or 
companies; not habitually solitary or 
living alone.” 

That is Chamberlain, and if this be 
the classless society of the appliance- 
utility-television-radio business, then 
it seems to be important to get a ring- 
leader with class. 
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N idea long prevalent among left-wing ‘thinkers’ has been 


the idea that the American plan of Federal and state 


governments is not what they like—they would like to have 
the states abolished, the Federal government supreme, and the 
nation divided up into ‘regions’ with a Federal satrapy in con- 
trol of each area. 

“This idea—and not the ‘success’ that has been attributed to 
the Tennessee valley project—lies behind the introduction into 
. .. Congress of a group of bills to create ‘regional authorities’ 
covering the entire country.” 

—E. F. TompkKIns, 
Columnist. 
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Subtle Socialization by Accounting 


Here is an investment analyst's realistic view of what takes place 

in a stockholder’s equity under certain modern depreciation ac- 

counting practices, Is there danger of indirect socialization by 

reason of the fact that a property, which should be privately 

owned as long as it is useful, may have its earning power ex- 

tinguished or transferred arbitrarily for the benefit of the rate- 
payer? 


By ROBERT A. GILBERT* 


HE discount on utility stocks 

from prices commensurate with 

the advancing importance of 
electricity in our economy is large and 
of evil portent. It can be measured in 
many ways such as comparisons of 
utility stocks with industrial securities 
or with utility gross revenues and 
plant additions, or with the cost of liv- 
ing. These figures are known but not 
sufficiently publicized. Since 1936 
Moody’s index of 24 electric utility 
operating company common stocks has 
declined from 40.28 to 35.48 average 
for 1952 or a drop of about 12 per 
cent, while operating revenues rose 
from $1,911,000,000 to an estirhated 
$5.4 billion last year or about 180 
per cent. In 1936 Moody’s 24 utility 
index at 40.28 was almost the same 
price as Moody’s 125 industrial stock 
index of 42.40, but by 1952 the indus- 
trial index was up to 75.63. This is a 
present disparity of 113 per cent com- 
pared to 5 per cent previously. 


*For personal note, see “Pages with the 
Editors,” 
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If the country gets into the habit of 
receiving its electricity despite such a 
discount, it will soon be convinced 
there need be no connection between 
the value of capital in the industry and 
the convenience of the current. Divi- 
dend payments are, of course, far out 
of line with the cost of living. Since 
1936 the cost of living has advanced 
about 91 per cent in contrast with a 28 
per cent advance in Moody’s 24 stocks’ 
dividend. If one takes 1937 as the base 
year, the 24 dividends advanced only 
about 10 per cent. 


HERE is another and striking way 

of measuring the discount on 
capital in the utility business. A cor- 
relation over a period of time of a 
utility stock index with national in- 
come shows that right after the war 
utility shares were some 40 per cent of 
their normal, rightful place in the 
economy and that since then they have 
gone down to some 30 per cent. Thus 
the recognition given by society to 
utility capital is decreasing rapidly, a 
JUNE 18, 1953 
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tragic anomaly since the proportionate 
place of electricity is increasing. In 
1936 the index of industrial produc- 
tion stood at 103 compared with an 
average of 219 for 1952. In 1936 in- 
vestor-owned utilities generated 102 
billion kilowatt hours, while in 1952 
they generated 322 billion. 

How is the utility stockholder to 
regain his rightful place—for regain it 
he must! The problems of rate in- 
creases have been discussed many 
times and must be fought even harder, 
of course. However, the comparative 
degradation of the values of utility 
stocks has not been due entirely to the 
frontal hammer blows of restrictive or 
dilatory regulation. There have been 
other subtle, almost unnoticed, drains 
on capital. We must counterattack on 
all fronts because the discount on util- 
ity shares is extreme. The correction 
of some of these subtle drains can be 
very important to earnings, perhaps 
even in a spectacular way in some in- 
stances. 


“7 specific corrections are urged 
for immediate consideration. It 
is hoped the meaning of the back- 
ground of comparative obsolescence 
for the stockholder—4.e., the threat of 
Communism, which is the diametric 
alternative to Capitalism, if there is 
no recognized value for capital—will 
lead to enthusiastic haste to put these 
corrections into effect. After all, in 
utility plants every conceivable force 
is used, with regulatory approval, to 
increase efficiency with slide-rule ac- 
curacy, but, in returns to stockholders, 
present-day regulatory practice does 
not take into account even abacus 
arithmetic. The business can no more 
run without the efficient use of capital 
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than it can without the efficient use of 
fuel. Specifically, depreciation ac- 
counting must be made realistic in- 
stead of confiscatory, and interest to 
construction allowances must cover the 
actual cost of common stock financing 
so that new issues of stock will be 
greeted as immediate evidences of 
higher earnings rather than as a dilu- 
tion burden to be added to the back of 
the already downtrodden stockholder. 


|B peanne-songays accounting on a ret- 
roactive, straight-line basis is 
both an inefficient use of capital and 
often a confiscation of the owner’s 
property. One does not buy an insur- 
ance policy by straight-line payments, 
nor save toward a goal in a savings 
bank thus. Straight-line depreciation 
takes no account of the interest earn- 
ing capacity of the money set aside, a 
departure from the minute calculations 
prevailing in the engineering side of 
the business. 

If the target of depreciation is the 
retirement of the property when use- 
less, then the best path to this goal 
could be planned along the least ex- 
pensive way if permitted. On this 
basis, substantial savings are available 
to the industry. In 1951, according to 
the FPC, all A and B electric utilities 
charged about 2.3 per cent of plant to 
depreciation. These are presumably 
straight-line for the most part, so an 
estimated life of about forty-three 
years is indicated. To save a given sum 
in forty-three years at 6 per cent in- 
terest annually compounded one need 
set aside only .533 per cent per annum. 
The difference in accruals is so great 
that the lower percentage might be 
feared, yet who can deny the logic. 
Fuel is calculated fractionally. Why 
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SUBTLE SOCIALISM BY ACCOUNTING 


not let interest work as hard as fuel! 
At least this should be the objective 
and steps toward it must be taken. To 
charge off some 1.8 per cent more than 
actually needed is, in effect, also at 
compound interest, to lose several 
times the capitalization in forty-three 
years. 

The point might be made that 
some large reductions in depreciation 
are not only feasible, but a manner of 
economic self-preservation. It does 
not seem an unjustified exaggeration 
to press this point. 


Pipunssrsagencen evidence of the ex- 
cessive amount of depreciation is 
found in its gradual increase in recent 
years as socialization of the power in- 
dustry has proceeded apace. In 1932 
it was 1.4 per cent of plant, in 1937 
1.7 per cent, and in 1940 2 per cent. 
If half of the saving were added to 
net income for the common, after 50 
per cent taxes, it would increase this 
sum as of 1951 by some 14 per cent for 
the industry. It may be argued that 
the stockholder could not keep the sav- 
ing, so there is no use in attempting to 
make it. To this let it be said the util- 
ity stockholder is fighting for eco- 
nomic survival and needs as much help 
as possible. If we can restore even 
part of his protection, it is quite nec- 
essary to try it. Actually, the rate of 
return for the industry has been going 
down for some time. The return on 


plant book value in 1951 was 4.7 per 
cent compared to 5 per cent in 1950, 
5.6 per cent in 1946, and 5.6 per cent 
in 1940. These are industry figures, 
not returns on net plant, it is true, but 
net original cost is not adhered to in 
all states, and the trend is the signifi- 
cant fact. Also, how many of us know 
utilities earning 5.2 per cent-5.75 per 
cent which do not want to ask for rate 
increases but believe they could be al- 
lowed 6-6.25 per cent if the income 
went up there. 


a - reason for the changing 
of depreciation account is the 
need to stop the confiscation of the 
stockholders’ property. In many states 
the depreciation account belongs, in ef- 
fect, to the consumers. Once the prop- 
erty is charged off, its earning power 
is lost to the owners of the business, 
no matter how useful the property. 
This is indirect socialization, for the 
property should be owned by the own- 
ers as long as it is useful. The danger 
of overaccruals prior to extinction of 
the property is a serious one therefore. 
In other words, logical application of 
the straight-line method should re- 
serve earning value of the surviving 
usefulness to the owners of the prop- 
erty, since the ratepayers already have 
gotten what they paid for—so many 
years of service life. 

It may be argued that changes in 
depreciation accounting are lost mo- 


= 


fect, to the consumers. Once the property is charged off, 


q “In many states the depreciation account belongs, in ef- 


its earning power is lost to the owners of the business, no 


matter how useful the property. This is indirect socializa- 
tion, for the property should be owned by the owners as 
long as it is useful.” 
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tion because the money is reinvested 
again, with earnings coming through 
to the stockholder from the plant add- 
ed with depreciation cash. This is a 
fallacy, because property overdepre- 
ciated in the first instance will be 
crippled promptly in earning power in 
the second instance by the same con- 
fiscatory accounting. There is not 
complete restoration. 

Supporting the fact that deprecia- 
tion rates are often too high is the re- 
cent change in these accruals for a 
large system. The reduction in need- 
ed annual accruals was accompanied 
by a transfer of overaccrued reserves 
back into the capitalization. Thus the 
equity rate was improved and the rate 
base raised, both simultaneously! The 
author had been watching this situa- 
tion for several years and was glad to 
see these theories in action. 


Fe gues and tragic fact in the electric 
utility business today is the sit- 
uation that finds the incremental re- 
turn on the incremental investment far 
below a fair return—in fact, in one 
period it was nothing at all. Not only 
can depreciation accounting help this 
situation, but much can be done by a 
realistic charge for “interest to con- 
struction.” The figures indicate that 
the present utility stockholders are to 
a great extent being forced to make 
substantial contributions of their 
capital through dilution at a time 
when totally inadequate earnings on 
additions exist. Hence the dragging 
qualities of utility equities which oth- 
erwise would be received enthusias- 
tically as “growth stocks.” The table 
on page 841 shows plant added, in- 
come added, return on plant added, 
and total return for recent years. 
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- the period 1937-51 plant book 
value went from $13,750,000,000 
to $22,405,000,000, or 63 per cent, 
while operating income rose to only 
$1,050,000,000 from $769,000,000, or 
37 per cent. 

If the average price-earnings ratio 
of Moody’s 24 electric utilities in 1951 
—13.34—had been charged as interest 
to. construction on common equity 
financing in that year of about 6.4 per 
cent of common capitalization, then 
about 7.5 per cent could have been 
shown as immediate additional earn- 
ings on these equities or a gain instead 
of a dilution. What the industry ac- 
tually charged in toto to construction 
is not known, but it must have been 
very inadequate because the return on 
added plant was very low. Of course, 
many stocks at time of financing sell 
down, and the price-earnings credit at 
the time of financing would be higher 
—perhaps as much as 10 per cent. 

That this is the real cost of the com- 
mon capital cannot be denied and so to 
charge anything else is confiscatory to 
present stockholders! Furthermore, 
the lag in return while a plant is being 
built is as legitimate a capital and plant 
cost as a bond premium. In this con- 
nection it might be mentioned that the 
trend of interest rates to rise makes 
this problem more acute, for the off- 
set to common stock dilution through 
earnings from a favorable margin of 
interest to construction over bond 
costs is narrowing. Basically, of 
course, the lack of return on the in- 
cremental investment proves the stock- 
holder has not been protected even by 
some profit over bond financing rates. 


I ‘HE manner in which a utility 
stockholder is exposed to loss due 
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to the growth of his territory when 
regulation is deviously socialistic can 
be illustrated clearly by the example of 
a well-known eastern utility. An off- 
cial of this utility said not long ago 
that due to growth some one-sixth of 
the capitalization was unused most of 
the time. a 


HUS an equity that should be 

a growth stock has become a 
dreary, trudging issue patiently as- 
suming an annual whipping of capital 
contribution to help supply electricity 
to new homes and industries. The 
financial effect of this situation might 
be shown as follows (figures changed 
to percentages) : 
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1950 
100% 
100% 


(0.7%) 
100% 


5.4% 
100% 


Year 1952 1951 


Gross 123% 113% 
Income 


142% 135% 
Interest to 


Construction* (2.0%) (0.4%) 
Capitalization 161% 128% 
Earned on 
Capitalization 5.0% 5.6% 
Earned per share 103% 105% 


*Percentage of increased capitalization. 


Sin manner in which capitaliza- 
tion has had to be increased to 
pace growth is clearly evident. It is 
nothing less than tragic that earnings 
per share after a 61 per cent increase 
in capitalization to serve the public 
were up only 3 per cent in a 3-year 
period, and in fact actually down in 
1952 as compared to 1951. If in 1952 
interest to construction had been 
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charged with the price-earnings ratio 
of 8.3 per cent prevailing at the offer- 
ing price of the common, then this 
credit would have been almost doubled 
on an annual basis and earnings on the 
common would have shown a gain, to 
an index figure at the rate of 117 per 
cent instead of a decline. This is 
logical as well as necessary for in- 
creased capital should connote in- 
creased profits, obviously. This stock 
would become a growth issue if there 
were an immediate credit to income of 
the price-earnings ratio at the time of 
issuance! 

Examples abound! Injustice is well- 
spread. In the Southwest a company 
earned about 76 cents per share in 
1952, or some two cents more than in 
1947, yet gross revenues had gained 
$3,700,000 in the interval, advancing 
to about $7,000,000 from $3,300,000 
in 1947. Such dilution is a form of 
persecution! 


| geen ncarsge for the utility stock- 
holder is also suicidal for the con- 


sumer. How the consumer can lose 
out can be shown by a certain tendency 
of electric rates to go up instead of 
following the price trend downward 
that private industry had set for the 


consumer. Average revenue per kilo- | 
watt hour of residential use declined 9 
in 1926-30 by 2.8 per cent per an- § 
num, and in 1931-34 by 2.1 per cent J 
per annum. Under New Deal pressure | 


the trend was seized by high-cost eco- 


nomics which forced average annual | 
rate reductions of 3.8 per cent in 1934- | 


41. 


Pee: economic philosophy dis- : 


turbed not only electric costs but 
also the consumers’ total cost of living. 
In 1942-46 the reduction trend was 
slowed to 2.8 per cent, and in 1946- 
52 to only 1.6 per cent. Numerous 
rate increases are now pending. In 
cities these trends are even more vis- 


ible for the average rate for typical | 
bills of 100 kilowatt hours in 1950 was | 
at 3.6 cents, no lower than in 1946. In | 
such bills declined from | 
6.1 cents to 4.6 cents, and in 1932- | 
41 from 4.6 cents to 3.8 cents. The | 
consumer will have an increasing in- | 
terest in fair accounting procedures for | 
the utilities, for it is to his advantage | 
not to obliterate the trend of profit re- | 
warded enterprise in electric light and | 


1921-31 


power to cheapen its product price and 


broaden its market. Let us enlist con- | 


sumers, too, in this struggle. 





Cost of Local Transportation 


6c” — it cost more to truck a crate of Oregon apples 
across New York city than it does to ship them across 





~a = 1 eet A = fF 


country. It takes longer to drive five miles in downtown Chicago 
than it does to drive 60 miles on the open highway. Because of 
its increasing inaccessibility, central business district property, 
which pays 28 to 35 per cent of all municipal real estate taxes, 
has actually declined in value as much as 44 per cent within the 
past twenty years.” 
—JosePH W. Lunn, 
Former president, National Association 
of Real Estate Boards. 
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Washington and the 
Utilities 


Gas Week in Washington 


HE last few days of May might ap- 
propriately be called gas week from 
the standpoint of Washington develop- 
nents affecting the natural gas industry. 
Some of these developments were fa- 
vorable, others unfavorable—depending 
upon one’s point of view. But they cer- 
tainly did definitely change the natural 
gas regulatory picture and we shall be 
hearing more about them for months. 
The developments might be listed un- 
der three general headings: 


1. The Phillips Case. The U. S. 
Court of Appeals decision (2 to 1), 
requiring the FPC to take jurisdiction 
over the big natural gas-producing 
company, already has started a chain 
reaction in pol'tical, regulatory, finan- 
cial, and industrial fields. (Decided 
May 22, 1953.) 

2. Interior pipeline licensing. Sec- 
retary McKay presented proponents 
of Interior Department regulation of 
natural gas pipelines requiring licenses 
over public lands with a fait accompli. 
He did this by pulling out of the El 
Paso Natural Gas Company appeal, 
which his predecessor, Oscar Chap- 
man, would surely have taken from a 
court of appeals decision. . 

3. FPC gas rate increase procedure. 
After more than seven months of soul 
searching, the FPC finally issued its 
controversial regulation governing the 
submission of data by gas companies 
seeking rate increases under the Nat- 
ural Gas Act, 


Any one of these items would be 
though to keep the natural gas industry 
buzzing for a good many weeks. But com- 
ing altogether in the space of just one 
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week, gas industry lawyers and repre- 
sentatives, in and out of Washington, 
really earned their respective retainers 
and salaries, keeping the channels of com- 
munication clarified and keeping the vari- 
ous lines of interpretation from being 
tangled up under the pressure of devel- 
opments that kept popping up. 


The Phillips Case 


HE usual forthright comments of 

Senator Kerr (Democrat, Okla- 
homa) on the right of the Federal Power 
Commission to regulate independent pro- 
ducers and gatherers of natural gas were 
conspicuous by their absence, following 
the 2-to-1 decision of the U. S. Circuit 
Court of Appeals for the District of Co- 
lumbia in the Phillips Case. Actually, 
close students of regulatory procedure 
were not too surprised about the major- 
ity decision, even though they may not 
have agreed with the reasoning in Judge 
Edgerton’s opinion for the court. 

As a matter of fact, the FPC was itself 
embarrassed to some extent by the 
sweeping delegation of authority given 
to it under the Natural Gas Act by the 
United States Supreme Court decision 
in the Interstate Natural Gas opinion of 
1947 (69 PUR NS 1). Edgerton took 
the view that a lower court had little 
choice except to follow the implication 
of the Supreme Court’s earlier decisions, 
both in the Interstate Natural Gas Case 
and the Colorado Interstate Gas Case 
(1945) 58 PUR NS 65. 

But it has heretofore been Senator 
Kerr’s position that the Supreme Court 
went out of its way in these earlier deci- 
sions to imply jurisdiction for the FPC 
over the production and gathering of nat- 
ural gas—a ruling which was neither 
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necessary to the cases before the court 
nor intended by Congress in passing the 
Natural Gas Act. It was for that reason 
that Kerr took the leadership of other 
Congressmen, all Democrats from gas- 
producing states, in seeking to spell out 
by Federal statute an example for such 
producers and gatherers. 

It was this bill, passed by Congress in 
1950, which was vetoed by ex-President 
Truman. And when the Federal Power 
Commission, the following year, volun- 
tarily waived its claims over the Phillips 
Petroleum Company (90 PUR NS 325), 
Kerr decided that the commission had 
averted the necessity for such amenda- 
tory legislation with all its divisive politi- 
cal overtones. 


UT now the fat is in the fire again, as 
the result of the District of Colum- 
bia court’s opinion, which virtually forces 
jurisdiction on the FPC to regulate sales 
of natural gas producers and gatherers, 
whether independent or pipeline affiliates. 
So one would naturally suppose that 
Senator Kerr and the others would 
promptly revive legislative proposals, 
especially since the states’ rights philoso- 
phy of the present occupant of the White 
House is more favorable toward such 
relinquishment of Federal controls (as 
seen in the tidelands legislation) than his 
predecessor. 

But a lot of water has flowed over 
the political dam since ex-President Tru- 
man vetoed the Kerr Bill in 1950. Kerr 
has been among the leaders of those 
Democrats who tried to make a political 
issue out of the so-called “give-away” 
policies of the Eisenhower administra- 
tion, as evidenced in the passage of the 
tidelands law and Secretary McKay’s 
backing away from the controversial 
Hell’s Canyon dam. 

In other words, if Kerr were to come 
out for his bill at this time, he would be 
put in the odd position of saying that it 
is wrong to “give away” jurisdiction over 
tidelands oil, but perfectly all right to 
relinquish such Federal controls over 
natural gas production and gathering in 
the producing states. What’s more, a 
mischievous alignment of political senti- 
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ment places a strong segment of the Re- | 
publican strength in Congress in such | 
consuming states as Michigan and Wis- | 


consin, which have carried the ball in 


appealing from the Federal Power Com- | 


mission’s attempt to surrender its own 
jurisdiction in the Phillips Case. 


Ss a political outlook would at least 
indicate delay. Congressmen on both 
sides of the aisles can point out that an 
appeal must still be taken to the U. S. 
Supreme Court. (The Phillips Company 
has indicated that this will be done.) 
Representative Lyle (Democrat, Texas) 
already has a bill something like the old 
Kerr Bill before the House Interstate and 
Foreign Commerce Committee, but the 
committee does not seem to be in a hurry 
for hearings. 

Another more localized bill by Rep- 
resentative Priest (Democrat, Tennes- 
see) might come up before the commit- 
tee and might be subject to a broadening 
amendment to make it look more like the 
old Kerr Bill. But there are no enthusi- 


astic advocates to date of such an | 
obvious legislative maneuvering. The | 
present prospect in Congress is that the | 
controversy will mark time until after | 
the Supreme Court has ruled on the | 


appeal, and that could easily take the 
whole matter beyond the 1954 congres- 


sional campaign. If so, it would avoid | 
a political issue which neither Republi- | 


cans nor Democrats seem to care to 
agitate at the moment. The Republican 
feeling appears to be that the Democrats 
already are making too much of an issue 
out of developments in the public utility 
field for the former to give away any 
possible additional ammunition on the 
subject. 


McKay Scraps Gas Regulation 


M= favorable from the natural gas 
pipeline company point of view 
was the decisive action taken by Interior 
Secretary McKay not to take a further 
appeal in the El Paso Natural Gas Case. 


In this case the somewhat erratic District | 


of Columbia Court of Appeals (which 
seems to take turns upholding and re- 
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jecting Federal agency jurisdictional 
claims in utility cases) held against 
McKay’s predecessor, Oscar Chapman, 
when the latter tried to impose certain 
regulatory conditions in granting a 
license to construct a pipeline across 
government lands. The pipeline com- 
pany refused to accept a license with 
such conditions, on grounds that they 
had nothing to do with the department’s 
function under the Mineral Leasing Act. 
The District of Columbia court agreed 
with the company on this point and 
Chapman was all ready to take the case 
up to the U. S. Supreme Court when 
the big change happened last January. 

Unlike the Phillips Case (in which 
such outside parties as the city of Detroit 
were in a position to take appeals), 
McKay’s action in backing out of the El 
Paso Case is probably conclusive. Ironi- 
cally, some observers have given Chap- 
man’s contentions a good chance of be- 
ing confirmed in the U. S. Supreme 
Court as now constituted. But if the 
Secretary of Interior has no desire to 
take an appeal, there is nothing much 
that anybody else can do about it. What 
is more, McKay virtually pulled the plug 
on any further litigation by issuing a 
new order simplifying requirements in 
applications for future pipeline licenses 
in such cases. His order (as published 
in the Federal Register of May 22nd) 
states : 


The applicant agrees to operate the 
pipeline as a common carrier in 
accordance with the provisions of the 
Mineral Leasing Act, and, within 
thirty days after the request of the 
Secretary of the Interior, to file rate 
schedule and tariff for the transporta- 
tion of oil or gas, as the case may be, 
as such common carrier with any 
regulatory agency having jurisdiction 

* over such transportation, as the Secre- 
tary may prescribe. 


The New Gas Rate Case Rule 
Wiss the Federal Power Commis- 
sion on September 30, 1952, issued 
a notice of a proposed rule specifying 
and limiting the type of information the 
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FPC would consider in future natural 
gas rate case increases, it stirred up a 
hornet’s nest. The ostensible purpose 
was to help the commission to dispose 
of such cases more promptly by assuring 
the submission of adequate and uniform 
information along with the filing of rate 
increase applications. But regulated gas 
companies and some members of the 
Federal Power Commission Bar Asso- 
ciation felt that it would also accomplish 
two less apparent objectives : 

1. It would enable the FPC, by 
simple procedural fiat, to limit the nature 
of information and evidence presented 
in a rate case along such restrictive lines 
as virtually to freeze such cases into a 
preordained pattern of FPC regulatory 
concepts. 

2. It would place the burden of full- 
dress rate case presentation on any com- 
pany seeking to make any rate change, 
however slight, and would require it 
to be ready to go ahead with such cases 
immediately upon filing, even though the 
FPC continues its practice of automati- 
cally suspending rate increases for the 
statutory 5-month period, regardless of 
merits. 

There were a good many other objec- 
tions voiced in the “numerous sugges- 
tions and comments” submitted by in- 
terested parties following the notice of 
the proposed rule. On December 18th 
the commission heard oral arguments by 
all parties; and then the whole matter 
seemed to go into deep freeze for five 
months. Suddenly on May 12th, shortly 
before Jerome K. Kuykendall replaced 
former Chairman Thomas C, Buchanan, 
the commission unanimously adopted a 
modified version of the proposed rule. 
The rule was issued on May 21st and 
published in the Federal Register of 
May 27th. 


HETHER the substantial modifica- 

tions will be sufficient to silence 
the outcries of those practitioners who 
charged that the FPC is trying to strait 
jacket all future gas rate cases, by pro- 
cedural manipulations, remains to be 
seen, The principal feature of the new 
rule as finally issued is a distinction be- 
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tween “major” increases and “minor” 
increases. A major gas rate increase 
application will require the submission 
of a full statement of “test year” informa- 
tion as to previous actual sales and ex- 
pense experience of the applicant, as well 
as data on the “cost of capital,” including 
earnings-price ratios and other security 
market information on common stock 
sales for the previous five years. Minor 
rate increase applicants need only file 
statements concerning balance sheet, 
income, and justification for the particu- 
lar rate changes proposed. 

The difference between a major and 
a minor rate case increase application is 
essentially as follows: A major rate in- 
crease is where the proposed change is 
designed to boost general revenues (to 
obtain a fair return) or to raise rates 
to all customers served, or to increase 
rates in connection with increased 
volume of gas delivered. A minor rate 
increase is one designed to bring the 
rate structure into balance, rather than 
increase the general level of revenues. 
Where, however, a gas utility already 
has filed the necessary rate case data for 
a major increase, and finds it necessary 
to seek another increase within the suc- 
ceeding twelve months (in order to off- 
set an increase in its own cost of pur- 
chased gas), it may proceed as in the 
case of a minor rate increase application. 


(7 modifications from the pro- 
cedural rules as originally proposed 
were noted in the rule as issued: 


1. The commission reserves to itself 
a certain degree of latitude in allow- 
ing a “reasonable deviation from the 
prescribed test period” in the submis- 
sion of data covering sales expense, 
etc., including adjustments for nonre- 
curring items. 

2. A significant omission was made 
in the originally proposed require- 
ment that a rate increase applicant 
should be prepared to “go forward im- 
mediately at a hearing and sustain the 
burden imposed by the Natural Gas 
Act.” The rule as adopted eliminated 
the word “immediately” and substi- 
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tuted this: “on reasonable notice.” 

3. The new rule apparently does not 
limit the submission of rate case in- 
formation to the material specified in 
the regulation. Language in the origi- 
nal proposal made any application ac- 
companied by information not con- 
forming with the requirements of the 
rule “subject to rejection.” This 
language was dropped. 


The object of the new rule is to help 
the commission to dispose of such cases 
more promptly by insuring the admission 
of adequate and uniform supporting in- 
formation along with the filing of rate 
increase applications. There is specula- 
tion that if the gas rate rule succeeds 
in that respect, a similar rule for electric 
rate procedure may be formulated at a 
later date. 

> 


Rival Niagara Power Plans 


| Soe of the Capehart-Miller Bill in 
Congress, to allow five private elec- 
tric companies in New York to develop 
Niagara power, are wondering just how 
much of an agreement has been reached 
by the two rival forces. Late in May, 
after a false start, Governor Dewey of 
New York succeeded in sitting down 
with Senator Lehman (Democrat, New 
York) and Representative Roosevelt 
(Democrat, New York) to consider 
uniting forces on a bill to have the New 
York State Power Authority develop 
Niagara power, While some tentative 
agreement was reached, it is not clear 
that Lehman and Roosevelt were entirely 
satisfied that the New York state de- 
velopment would contain the same “pref- 
erence clause” in favor of public power 
which their own bill would have allowed 
under Federal development of Niagara 
power. The idea of Federal development 
is now pretty well scuttled by the Eisen- 
hower administration policy. 

Lehman and Roosevelt said, in a joint 
statement, that the meeting late last 
month with Governor Dewey had not 
changed their basic stand that the bene- 
fits of low-cost power must be passed on 
to the public, 
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Exchange Calls 


Utility Executives Give 











Management Course 


ACIFIC TELEPHONE & TELEGRAPH 

CoMPANY executives have been going 
to school—not to learn but to teach. 

The top management of Pacific Tele- 
yione were part-time professors this 
semester in a business administration 
course on the Berkeley campus of the 
University of California, 

In a series of ten weekly lectures, the 
executives described to students the ac- 
tual operations, policies, and problems of 
the company. 

Associate Dean Roy W. Jastram, of 
the School of Business Administration, 
headed the university faculty committee 
which co-ordinated the program with 
company representatives. 

Dr. Jastram believes there is a real 
and urgent need for students of business 
administration to get at firsthand from 
business executives the facts of life about 
business management. He believes this 
can most effectively and most convincing- 
ly be done by the top executives of a 
given firm—that is, the president and his 
immediate staff. 

The sessions were held each Wednes- 
day and lasted ninety minutes, Each offi- 
cial gave a talk during the first half of 
the session. During the rest of the class 
session he answered questions from his 
student and faculty member audience. 


. The course began March 4th when 


Mark R. Sullivan, president, lectured on 
management policies and organization of 
Pacific Telephone. He concluded the 
series on May 13th, by summarizing the 
fields covered in the nine preceding 
lectures. 

Other executive guest professors in- 
cluded R. E. Hambrook, vice presi- 
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dent, operations ; Glen Ireland, vice presi- 
dent, personnel; T. A. Taylor, assistant 
vice president, operations ; W. H. Martin, 
vice president, Bell Laboratories; G. L. 
Harding, secretary and treasurer; S. W. 
Campbell, vice president and comptroller ; 
R. W. Mason, assistant vice president, 
revenue requirements; and F. D, Tell- 
wright, vice president, public relations. 

At company headquarters, Pacific 
Telephone executives were most grati- 
fied with the excellence level of the type 
of questions asked by the future business 
leaders of the West. 


. 


Bell Construction Program 
Planned 


Tt. Long Lines Department of the 
American Telephone and Telegraph 
Company and fifteen associated compa- 
nies, in a supplemental application filed 
with the Federal Communications Com- 
mission last month, are seeking approval 
of an $11,130,000 program, covering con- 
struction and installation of telephone 
plant. The original application, filed on 
October 31, 1952, was approved Febru- 
ary 6, 1953. 

A. F. Jacobson, Long Lines director 
of operations, said projects outlined in 
the supplement would add to existing 
facilities 1,600,000 miles of telephone 
channels, 38,000 miles of telegraph 
channels, and 9 audio circuits for use 
with sound program and television net- 
works. 

“By equipping cable and radio relay 
facilities with carrier systems, many addi- 
tional telephone channels will be pro- 
vided,” Mr. Jacobson said. “Most of these 
will be used in connection with the in- 
stallation of additional long-distance tele- 
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phone switching equipment in the New 
York and Chicago areas to take care of 
telephone traffic growth. The switching 
systems will be used in operator long- 
distance dialing.” 

New construction proposed in the sup- 
plement included a 33-mile cable between 
Arlington and Triangle, Virginia, he said. 
This cable is needed to meet rapidly in- 
creasing telephone requirements. It 
would be jointly owned by the Chesa- 
peake & Potomac Telephone Company of 
Virginia and Long Lines. 


HILE Long Lines would bear a 

large share of the costs outlined in 
the supplement, other Bell companies 
would participate in the construction pro- 
gram. They include the Bell Telephone 
Company of Pennsylvania; Chesapeake 
& Potomac Telephone Company of Vir- 
ginia ; Illinois Bell Telephone Company ; 
Indiana Bell Telephone Company ; Michi- 
gan Bell Telephone Company ; Mountain 
States Telephone & Telegraph Company ; 
New England Telephone & Telegraph 
Company; New Jersey Bell Telephone 
Company; New York Telephone Com- 
pany; Northwestern Bell Telephone 
Company; Pacific Telephone & Tele- 
graph Company; Ohio Bell Telephone 
Company ; Southern New England Tele- 
phone Company; Southern Bell Tele- 
phone & Telegraph Company ; and South- 
western Bell Telephone Company. 


- 
Southwestern Bell Granted 
Rate Boost 
OUTHWESTERN BELL TELEPHONE 


Company has been granted a 17 per 
cent rate increase on all services in 145 
Oklahoma cities. The Oklahoma Corpo- 
ration Commission found Southwestern 
Bell should be allowed the sum of $83,- 
500,000 as “fair, just, and reasonable” 
for a rate base, and that the company 
should earn 6 per cent on its investment. 
“I think you'll find very few telephone 
companies limited to a 6 per cent return 
on their investment,’ Redford Bond, 
commission chairman, said in announcing 
the commission’s decision. Bond said the 
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commission had found rates in nearly all 
other states were higher than 6 per cent. 
He said the commission staff had been 
directed to prepare schedules which will 
produce the revenue requirements and 
which would spread the increase per- 
centagewise equally across the board so 
that each subscriber would pay the same 
percentage increase. 

The commission staff said total re- 
quirements of the company, to produce a 
6 per cent return on investment, are year- 
ly earnings in the state of $47,605,000. 
Southwestern Bell officials said the 6 per 
cent return ordered by the commission 
was much less than requested, but indi- 
cated the company would continue its 
construction program in the state. 


* 


Left-wing Telegraph Union 
Stirs Controversy 


_—— Jenner (Republican, Indi- 
ana), chairman of the Senate In- 
ternal Security Subcommittee, is attempt- 
ing to block a “Communist-dominated” 
union from representing New York 
Western Union workers. Jenner wants 
to prevent the National Labor Relations 
Board from certifying the American 
Communications Association as the bar- 
gaining agent for 5,000 Western Union 
workers, although the board is prepared 
to certify the union under the. Taft- 
Hartley Act. 

Jenner said his subcommittee asked 
the NLRB to delay certification of the 
ACA which recently won an election to 
represent the New York telegraph work- 
ers. NLRB officials replied that they 
could not delay the certification for fear 
they would be held in contempt of court. 
The court injunction against the NLRB 
brought by the four left-wing unions is 
now on appeal. But the NLRB indicated 
it would ask for a delay in the execution 
of the injunction pending either a deci- 
sion in the appeal or enactment of new 
legislation tightening anti-Communist 
provisions of the present law. Several 
bills have been introduced which would 
crack down on Communist-dominated 
labor groups. 
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Financial News 
and Comment 


By OWEN ELY 


The Rising Cost of Money 


HE demand for bank credit has con- 

tinued strong until recently, with 
commercial loans of member banks in 
leading cities rising steadily (after adjust- 
ment for seasonal trend). During 1953, 
there have been frequent reports of 
“tight money” in New York city. These 
conditions have been reflected in sharply 
declining prices for government and cor- 
porate obligations, and rising money rates 
for both short- and long-term loans. The 
average yield on long-term governments 
has risen from 2.39 per cent in 1951 to 
3.07 per cent recently, an increase of 
about 28 per cent. 

Up to about two years ago the Federal 
Reserve Board continued to co-operate 
with the Treasury Department in the ad- 
ministration policy of maintaining low 
interest rates, with the primary purpose 
of holding the cost of carrying the na- 
tional debt to minimum levels, The Fed- 
eral Reserve Bank, in general, supported 
government bonds at prices at or above 
par and this enabled the banks and in- 
surance companies to liquidate govern- 
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ments when necessary to raise cash for 
commercial or industrial loans. 

Thus far the Eisenhower administra- 
tion has followed a new policy of restor- 
ing interest rates to their traditional use 
as a regulator of credit. Historically, cen- 
tral banks have raised their discount rates 
whenever they wished to check inflation- 
ary trends, and vice versa, have lowered 
them when they wished to stimulate busi- 
ness activity. When the timing has been 
bad, this policy has not always proved 
successful in ironing out extremes in the 
business cycle—for the same reason per- 
haps that putting on the brakes too sharp- 
ly and suddenly may prove disastrous for 
the speeding motorist. The new admin- 
istration at Washington has wisely de- 
cided to apply the brakes before inflation 
gets out of hand, but perhaps interest 
rates should not be driven up quite as 
fast as has occurred this year. 


T appears likely that the Federal Re- 
serve may have to give some support 
to the Treasury Department’s refunding 
program over the balance of this year, 
so that the rise in interest rates will not 
assume a runaway character, Recently, 
commercial paper rates advanced for the 
third time in three months, and the latest 
offering of housing bonds was sold on a 
2.82 per cent basis, the highest level since 
this type of bond was first marketed in 
1951. 

The Treasury Department will need 
about $2.4 billion by July 31st, it is esti- 
mated, and about $12.6 billion more by 
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the end of the year, according to Paul 
Heffernan’s analysis in The New York 
Times (May 31st). He concludes: 


This formidable financing problem 
will be solved, of course, by one means 
or other because of the government’s 
priority status as a borrower, what- 
ever its needs may be. To what extent, 
however, the impact of the big borrow- 
ing will continue to be felt in rising 
interest rates remains to be seen, If the 
Treasury has to go looking for $15 
billion in an economy as heavily ex- 
tended as the present, interest rates— 
whether short or long, and probably 
both—will continue to rise. 

That the credit will be made available 
goes without saying, even if the money 
supply has to be increased measurably. 
The Federal Reserve will see to that, 
mostly by expanding loans and dis- 
counts to member banks and possibly 
by swelling bank reserve balances 
through open market purchases of gov- 
ernment securities. Putting funds into 
the market by decreasing the reserve 
requirements of banks is held in dis- 
favor at this time. .. . 

The Federal Reserve System, which 
stands squarely in the middle of this 
evidence, is not likely to back track 
on its restrictive credit policy so long 
as the index of industrial production 
is clinging to the record high of 242 
reached in January and so long as the 
nation’s bank loans to business—even 
during a period of seasonal shrinkage 
—are still less than $500,000,000 below 
the $23 billion peak touched in March. 


| bey the Federal Reserve changes 
its policy in the near future, it 
seems unlikely that the rise in interest 
rates will be checked. Representatives of 
New York banks, during their recent an- 
nual convention cruise to Bermuda, pre- 
dicted a further advance in the prime 
rate on bank loans to 4 per cent or more 
compared with the latest advance to 3} 
per cent, though some slackening in de- 
mand for money was seen later in the 
year. 

The life insurance companies, which 
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own over 41 per cent of U. S. corporate 
long-term debt, are said to be running out 
of cash for loan purposes, according to 
the story by Lindley H. Clark, Jr., in 
The Wall Street Journal of May 13th. 
He quoted the vice president of one of the 
large companies as stating “We have 
never been so short of funds in the twenty 
years I have been with the company.” 

A New England utility which recently 
needed $25,000,000 to finance property 
improvements had to shop around with 
four insurance companies before it was 
able to obtain the loan ; and a southwest- 
ern pipeline company, after trying un- 
successfully to place $10,000,000 notes 
with two insurance companies, decided to 
postpone borrowing. Sometimes it has 
proved necessary to break up even a $10,- 
000,000 loan into a number of small pieces 
in order to place it. 

One major difficulty is that both the 
insurance companies and the banks are 
reluctant to raise cash by selling govern- 
ment bonds below par, Rather than risk 
criticism by supervisory state authorities, 
they usually prefer to hold below par se- 
curities until the maturity date so that 
there will be no book loss. (Bonds pur- 
chased above par are usually written 
down to parity.) The insurance compa- 
nies are less apt to sell than the banks 
since they hold longer-term U. S. issues, 
while the banks specialize in the shorter- 
term obligations. While the life insurance 
companies now only hold about $10 bil- 
lion governments compared with over 
twice that amount at the end of 1946, 
sale of all these bonds would involve a 
loss that would practically wipe out their 
surplus, it has been estimated. 


T is, of course, very unlikely that the 
Federal Reserve will yield to congres- 
sional clamor to resume its support of the 
bond market at par. A few weeks ago 
twenty Democrats, including Minority 
House Leader Sam Rayburn and Minor- 
ity Whip John W. McCormack, proposed 
that the Federal Reserve Board go back 
to its policy of over two years ago of 
supporting government bonds at par 
value. They held that the present policy 
was not only costing the government 
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additional billions of dollars but that “it 
has also led to a dangerous spiral of in- 
terest rate increases for private bor- 
rowers.” 


¥ is unfortunate perhaps that the re- 
quest was made to bring governments 
back to par when they are now selling at 
a substantial discount. A more reasonable 
request would have been for the board 
to buy enough bonds to stabilize money 
rates or at least to check the upward 
trend. Meanwhile, a difference of opinion 
is developing as to whether inflation or 
deflation lies ahead, At the New Jersey 
Bankers Association meeting at Atlantic 
City on May 8th, W. Randolph Burgess, 
deputy to the Secretary of the Treasury, 
said that the country is not on the brink 
of a recession and that inflation is still 
the big danger. He pointed out that the 
Federal Reserve Production Index is at 
a new record high, personal income high- 
er, and farm income only one per cent 
below last year’s level. 

On the other hand, Dr. Marcus Nad- 


ler of New York University declared that 
“The forces of inflation are rapidly re- 
ceding. What lies ahead is an economic 
readjustment and not a serious recession 
or depression.” He predicted that when 
the “anticipated readjustment sets in the 
only important pent-up demand still left 
will be in the field of public works and 
in some phases of construction.” He also 
forecast that the period of transition 
from boom to readjustment will be 
“marked by keen competition and possi- 
bly by inventory losses and smaller unit 
profits.” 


R. BurGEss’ reference to recent new 
highs in activity and income was 

not entirely reassuring. New highs in the 
major indices are almost always attained 
before a reaction sets in. The attempt to 
forecast should not be based on such sta- 
tistics but rather on measuring rods 
which might indicate whether the econ- 
omy is getting out of balance. For ex- 
ample, business inventories are becoming 
a source of some concern, It is true that 
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the rate of increase has tapered off some- 
what, but the March 3lst figure of $75 
billion was still fairly high, with only an 
estimated one-eighth representing de- 
fense goods (or about one-third of all 
durable goods inventories), Factory in- 
ventories in relation to sales were mod- 
erately above the pre-World War II 
years and the long-term relationship, 
though this may be explained by defense 
work, 

Inventories of nondurables are cur- 
rently lower relative to sales than in the 
late 1920’s and 1930’s, however, and de- 
partment store stocks appear to be rea- 
sonable. In general, the inventory situa- 
tion does not appear serious as yet, but it 
will bear watching, especially if unem- 
ployment should develop. 

So far as private purchasing power is 
concerned, there is no indication of any 
check to the inflationary trend as yet. 
The three automobile leaders have re- 
cently negotiated liberal wage adjust- 
ments with the unions and the steel in- 
dustry and others may have to follow suit. 
A more serious signal is the continued 
rise in consumer and other debt. In the 
writer’s opinion, excessive debts have 
always been, and probably always will be, 
a major cause of depressions, particularly 
in periods of rising interest costs, Con- 
sumer credit at the end of March approxi- 
mated $25.7 billion compared with $20.6 
billion a year earlier. The gross public 
debt was $264 billion compared with 
$258 billion a year earlier. Loans of re- 
porting member banks were $39.6 billion 
compared with $34.8 billion a year earlier. 
Currency in circulation had increased to 
$29.8 billion versus $28.5 billion a year 
earlier. 


Ss our statistical data 
on aggregate debt as compared with 
income is usually one to two years out 
of date. The chart on page 851 shows 
net public and private debt for 1916-51 
and personal income for 1916-52, to- 
gether with the ratio of debt to income. 
Normally, debt would seem to range be- 
tween 2 and 2} times income, but the 
ratio does not seem to be of much service 
as a forecasting factor, Obviously, the 
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trend of interest rates should also be taken 
into account. Thus, while the debt ratio 
was low in 1919-20, interest rates were 
very high and the crash in commodity 
prices resulted because the banks decided 
they should liquidate commodity and 
business loans. In 1929 the ratio was 
somewhat higher, and call money rates 
were also very high, which resulted in 
liquidation of security loans. The latest 
ratio in our chart (2.04 for 1951) seems 
reasonable enough but would probably 
be higher currently (if the data were 
available), and the burden of higher in- 
terest rates is rapidly increasing. 
Thus far the utilities, with one or two 
exceptions, such as Southern California 
Edison, have not announced any revi- 
sions of their big programs for construc- 
tion and financing over the next three to 
five years. But it is possible that the pro- 
gram will be slowed automatically by 
difficulties in financing, just as it was 
slowed in 1952 by difficulties in getting 
deliveries of goods, There have been sev- 
eral rejections of bids, or postponement 
of new issues, recently. Thus a few weeks 
ago Southern Bell Telephone rejected a 
bid for $30,000,000 3% per cent deben- 
tures, preferring to make a further study 
of market conditions. Later, Public 
Service Electric & Gas decided to post- 
pone the sale of $50,000,000 30-year 
bonds, and Arkansas Louisiana Gas re- 
jected a bid of 100.17 with a 5 per cent 
coupon for $35,000,000 25-year bonds. 


BVIOUSLY, it seems time for the utili- 
ties, as the major fund-raising cor- 
porate group, to “stop, look, and listen.” 
It has been suggested that, temporarily 
at least, the SEC, the FPC, and the state 
commissions should relax competitive 
bidding rules as much as possible while 
conditions remain disturbed. Obviously, 
many utilities would prefer to work on 
negotiated deals at present in order to 
obtain the best advice on fixing of interest 
rates and prices, The rejection of bids | 
not only means wasted effort on the part 
of a large number of banking firms in 
the various bidding groups, but may also 
handicap the utility in coming to the mar- 
ket at a later date with the same offering. 
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MAY FINANCING 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 
Suc- 
cess 
Price Under- Offer- O 
Amount To writing ing Moody Offer- 
(Mill.) Description Public Spread Yields Rating ing 
Mortgage Bonds 
$8.0 Wisconsin Pub. Ser. Ist 4¢s, 1983 .... d So 
8.0 Central P. & L. Ist 44s, 1983 ; 81C 
6.0 New Orleans Pub. Ser. Ist 44s, 1983 . . .90C 
18.0 Alabama Power Ist 44s, 1983 2. ate 
5.0 Texas P. & L. Ist 3%s, 1983 é .60C 
8.0 Metropolitan Edison Ist 3$s, 1983 .... f .67C 
65.0 Pacific G. & E. Ist 4s, 1984 ’ 87C 
30.0 Southern Natural Gas Ist s.f. 4s, 1973 . 99 84C 
5/21 30.0 Philadelphia Electric Ist 3%s, 1983 .... J 72C 
5/27 10.0 Potomac Electric Power Ist 3s, 1988 . .60C 
Debentures 
5/6 $18.0 Montana Power Deb. s.f. 4%s, 1978 ... . 1.09C 
5/21 342 a Natural Gas Conv. s.f. Deb. 
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Preferred Stocks 
$1.0 California Pacific Util. Conv. 5.40% 
($20 par) 
10.0 Long Island Lighting 5.25% 
7.0 Texas P. & L. $4.84 
18.3 Lone Star Gas Conv. 4.75% 
15.0 Philadelphia Electric 4.68% 
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Earnings- 
Ratio 
Common Stocks—Subscription Rights 


$6.4 Montana-Dakota Utilities ' --- , 4.3% 
19.3 Northern Natural Gas 25 — 5. 8 
18.3 Texas Eastern Production +* — 
13.6 Potomac Electric 40 6.2 a 
6.3 Rochester Gas & Electric .2 ao 6.1 3 
Common Stocks—Regular Offerings 
5/5 $22.8 Tennessee Gas Transmission © 1.50 6.15% A% 
5/13 22.5 Columbia Gas System : .60 6.79 1 


*Offered to stockholders for subscription and underwritten. **Offered to stockholders of 
Texas Eastern Transmission on a 1-for-3 basis with oversubscriptions. Dealer compensation 
but not underwritten. a—It is reported that the issue was well received. b—It is reported that the 
issue sold slowly. C—Competitive. N—Negotiated. 


TOTAL NEW MONEY OFFERINGS IN MAY, 1953 (MILLIONS) 
Sold to Offered to Sold 
* Public Stockholders Privately Totals 
_ _ $178 
Preferred smn $14 47 
Common ; $26 -- 26 


° $14 ¢ $251 
Gas Utilities 
Bonds —- $ 3 $ 92 


Electric Utilities 


Preferred 18 
Common 79 


$189 
$440 


$ 
Total Electric and Gas $1 


Source of data—Irving Trust Company. 
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CURRENT ELECTRIC UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Month 12 Mos. Month 12 Mos. 


Operating Statistics (March) 


Output KWH—Total Bill. KWH 
Hydro-generated .. ‘a 
Steam-generated .. 

Capacity Mill. KW 

Peak Load (December) - 

Fuel Use: Coal Mill. Tons 

G Mill. MCF 
Oil Mill. Bbls. 
Coal Stocks Mill. Tons 


12% To 
D2 
19 
9 
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Customers, Sales, Revenues, and Plant (February) 


KWH Sales—Residential 
Commercial ........ 
Industrial 
Total, Incl. 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Others ... 


WWNHANNAS 


Income Account—Summary (February) 


ee 
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Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales . 
Sales to Other Utilities . 
Misc. Income 
Expenditures—Fuel 
Labo 
Misc. Expenses .... 
Depreciation 
Taxes 
Interest 
Amortization, etc. .. 
Net Income 
Pref. Div. (Est.) .. 
Bal. for Common 
Stock (Est.) .... 
Com. Div. (Est.) .. 
Bal. to Sur. (Est.) . 


NN ®SANNADAO— 


o 
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Electric Utility Plant (February) ... 


Reserve for Depreciation and Amort. 
Net Electric Utility Plant 


Life Insurance Investments (January Ist-May 16th) 


Utility Bonds 
Utility Stocks 


D—Decrease. 
NC—Not comparable. 
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HISTORICAL YIELD TRENDS OF UTILITY SECURITIES 





Jo MONTHLY AVERAGE %N 


Municipal Bonds 


1+ Utility Bonds Al Utility 


81+ Utility Bonds Bonds 


Preferred Stocks * ~ 


Utility Common Stocks 













































































1950 1951 1952 1953 
%o YEARLY AVERAGE % 
oO 0 
' ’ 
Rediscount Rete * 4 id 
' 
2 / AN — 2 
Ys ai ) 
a. Ns a \ 
A wee 
) ; ae “ 3 
‘ , os ~ 
Municipal Bonds / i | Aa Utility Bonds | A 
a a fna! nN A | rr. 4 
7 rT FT ll 
TAT NTIN f rt 
en N/T | AES iH , 
5 ” ot Hi 1 thr 4 
: o eo ‘ \ ’ 
: : ; é ' ‘ ‘ 
- : J ‘ \ ' “NY 
* 3 : €\< 1 1 6 
Sy] é 7 Ve : 
MA. 7 Preferred Stocks ¥ ¥ 1 i 
] ' 
7 ,—} 7 
Utility Common Stocks 71 H : 
‘ 
ae 
8 14 . 
we 
Ww 
9 2 sae 2 22 Ee wee Sey . 2 8S ae 
1915 1920 1925 1930 1935 1940 1945 1950 1955 








# inciudes other preferred stccks in addition to utilities 


Standard & Poor's Index figures used 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


Share Earnings* 
1952 5/27/53 Divi- Cur- 
Rev. Price dend Approx. rent %In- 12 Mos. 
(Mill.) About Rate teld Period crease Ended 


Pipelines 
East Tennessee Nat. Gas . 31% Mar. 
Mississippi River Fuel ... D5 Mar. 
Southern Natural Gas .... Mar. 
Tenn. Gas Trans. ....... Mar. 
Texas East. Trans. ...... Dec. 
Texas Gas Trans. ...... Mar. 
Transcontinental Gas .... Mar. 


Averages 


Integrated Companies 
American Natural Gas ... 
Colorado Interstate Gas .. 
Columbia Gas System ... 
Commonwealth Gas 
Consol. Gas Util. ........ 
Consol. Nat. Gas 
El Paso Nat. Gas ........ 
Equitable Gas 
Interstate Nat. Gas 
Kansas-Neb. Nat. Gas .... 
Lone Star Gas 
Montana Dakota Utilities 
Mountain Fuel Supply ... 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. ....... 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples Gas Lt. & Coke .. 
Southern Union Gas .... 
United Gas Corp. ........ 
Averages 


Retail Distributors 
Alabama G: 

Atlanta Gas Light 
Brooklyn Union Gas .... 
Central Elec. & Gas 
Hartford Gas 

Houston Natural Gas ... 
Indiana Gas & Water .... 
Kings County Lighting ... 
Laclede Gas 

Minneapolis Gas 
Mississippi Valley Gas ... 
Mobile Gas Service 

New Haven Gas Light ... 
North Shore Gas 

Pacific Lighting 

Portland Gas & Coke .... 
Providence Gas 

Seattle Gas 

South Jersey Gas 
Springfield Gas Light .... 
United Gas Improvement . 
Washington Gas Light ... 


Averages 


Canadian 
15 S_ International Utilities .... 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 
——Share Earnings* 
(Mill.) 5/27/53 Divi- Cur- Price- 
1952 Price dend Approx. rent Jo In- 12 Mos. Earn. 
Rev. About Rate teld Period crease Ended Ratio 
Communications Companies 
Bell System 
Am. Tel. & Tel. (Cons.) 155 $ 
Bell Tel. of Canada.... 40 
Cin. & Sub. Bell Tel... 76 
Mountain States T.& T. 100 
New England Tel. & Tel. 115 
Pacific Tel. & Tel. .... 
So. New England Tel. . 


Averages 


Independents 
Central Telephone 
Florida Telephone 
General Telephone 
Inter-Mountain Tel. ... 
International Tel. & Tel. 
Peninsular Telephone . . 
Rochester Telephone .. 
Southeastern Telephone 
Southwestern States Tel. 
United Utilities 
Western Union Tel. ... 


peer 


Transit Companies 
Dallas Ry. & Terminal . 
Greyhound Corp. ...... 
Los Angeles Transit ... 
National City Lines ... 
Philadelphia Transit .. 
Rochester Transit .... 
1400). 5. A .... 
Syracuse Transit 
United Transit ........ 
Averages 


Water Companies 

Holding Companies 
American Water Works 
New York Water Serv. 

Operating Companies 
Bridgeport Hydraulic . . 
California Water Serv. 
Elizabethtown Water .. 
Hackensack Water .... 
Jamaica Water Supply . 
New Haven Water .... 
Ohio Water Service ... 
Phila. & Sub. Water .. 
Plainfield Union Water 
San Jose Water 
Scranton-Springbrook . 
Southern Calif. Water . 
West Va. Water Service 

Averages ....65... 5.4% 
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D1% Feb. 13.5 
40 Dec. 17.0 
1 Dec. 16.5 
52 Mar. 14.4 
D1 Mar. 15.5 
4 Feb. 14.5 
Dec. 17.6 
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A—American Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, 
except as otherwise indicated. **On average shares outstanding. #Includes stock dividend. 
(a)—Paid 4 per cent stock dividend. NC—Not comparable. 
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gp: insurance department should be 
management’s protective armor and 
shield, Horace P, Liversidge, chairman of 
the board, Philadelphia Electric Com- 
pany, Philadelphia, Pennsylvania, told 
the American Management Association’s 
national insurance conference, recently 
held in New York city. 

Forward-looking management, he 
pointed out, has come to look upon in- 
surance as a specialized field far beyond 
the routine purchase of policies of indem- 
nification. The increasing claims con- 
sciousness of the public and the growing 
generosity of juries ; the rapid expansion 
of business, accompanied by concentra- 
tion of real and personal property values 
and a marked increase in production 
hazards; and the equally rapid increase 
in insurable values—all have helped to 
make the insurance manager’s job more 
important than ever before. 

Prudent business executives, he said, 
“have become definitely aware that the 
financial security of the physical plant 
depends to a very large extent upon the 
solidity of the company’s insurance 
foundation. A catastrophic liability for 
damage or large property loss not pro- 
vided for could seriously impair corpo- 
rate assets and resources and, in some 
cases, deal a financial body blow from 
which there is no recovery.” 

Philadelphia Electric, Mr. Liversidge 
reported, has placed its insurance depart- 
ment at the management level under the 
jurisdiction of a senior officer of the com- 
pany. This step was taken, he explained, 
because “We have learned that there is 
no phase of our business that does not 
involve some sort of insurance problem. 
We have also learned that there is a defi- 
nite relationship between the cost of in- 
surances and losses, that if we expect 
our insurance department to purchase the 


JUNE 18, 1953 


What Others Think 


Utility Executive Stresses Insurance 
Problems 





proper insurance coverage at the most 
favorable premium cost . . . then it be- 
hooves us to place the department in such 
a position that it can and will do its ut- 
most to reduce or remove entirely those 
risks which are most likely to be the cause 
of a disastrous and in most cases totally 
unpredictable loss.” 


HE first thing management expects 

from the insurance department is 
responsibility, according to Mr. Liver- 
sidge. Philadelphia Electric’s manage- 
ment, he said, expects the insurance de- 
partment to assume responsibility for risk 
analysis, for risk removal or reduction, 
and for providing the proper types of 
indemnity contracts in the proper 
amount, “and we expect them to solve 
these problems without depending solely 
on our brokers.” The department is ex- 
pected to be able to determine what the 
character of a loss might be and whether 
it could be assumed without serious im- 
pairment of corporate resources. In order 
to obtain fiscal, physical, and operation 
data and an intimate knowledge of con- 
templated new construction, the insurance 
department must assume responsibility 
for developing interdepartment liaison 
and maintaining this liaison on a mu- 
tually co-operative basis. 

Insurance administrators also must 
have the knowledge and “know-how” 
necessary to do their jobs, Mr. Liversidge 
pointed out. Qualifications include legal 
knowledge, engineering ability, familiar- 
ity with accounting practices and pro- 
cedures, understanding of economic prin- 
ciples, and a thorough and comprehensive 
knowledge of insurance. This knowledge 
can be gained through formal education 
and through attendance at meetings of 
insurance societies and trade associations. 

Equally important, in his view, are 
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WHAT OTHERS THINK 


knowledge and understanding of the com- 
pany’s corporate structure, its operations, 
its contractual relations and obligations, 
its physical property and assets, and its 
special problems. This knowledge can be 
acquired only through experience, in- 
quiry, and personal observation—and the 
insurance manager himself must take the 
initiative in acquiring it. 

Another essential quality in an in- 
surance manager, according to Mr. 
Liversidge, is independence. For that rea- 
son, he recommended, the insurance 
manager should be removed from “the 
routine and sometimes suffocating pro- 
cedure of subsidiary operations and 
placed in a position closer to top man- 
agement.” 


. y~ final attribute expected of an 
insurance administrator is initiative. 
As a major function the insurance man- 
ager with initiative may assume, Mr. 
Liversidge cited property protection en- 
gineering, including systematic physical 


inspection of properties, training of per- 
sonnel in the use of fire-fighting equip- 
ment, and insurance engineering services 
in the early stages of plant expansion 
and construction. Philadelphia Electric’s 
insurance department also computes sug- 
gested accretions to the reserve fund for 
self-insurance of compensation and pub- 
lic liability, maintains all accounting rec- 
ords pertinent to insurance and prorates 
premiums to the appropriate operating 
accounts, and keeps up to date valuation 
records of the company’s insurable phys- 
ical plant. 


0 those insurance managers who feel 

they are not properly appreciated by 
their managements, Mr. Liversidge sug- 
gested, “The ultimate importance of your 
position within your organization will de- 
pend to a large degree upon your ability 
to sell both yourself and your department 
to top management. It is their responsi- 
bility to recognize that importance after 
you have proved its existence.” 





Institute Cautions against Corporate Debt 


¥ B- considerations, inflation, and the 
record volume of bank deposits 
available for loans and the purchase of 
corporate bonds have influenced business 
management to rely on debt financing to 
a hazardous level, according to the Ameri- 
can Institute of Management, New 
York. 

In a report entitled “The Doubtful 
Value of Corporate Debt,” recently dis- 
tributed to its 10,000 members, the insti- 
tute declares: 


There is an overreliance on it for the 
future. True, business is prosperous, 
but this is not because the lack of 
equity capital and the emergence of 
debt financing have had no effect upon 
business, but because inflation has 
tended to hide the open symptoms. 
Business has expanded at the expense 
of its creditors. 


In the postwar period 1946-51, the 
institute’s report points out, corporate 


debt rose 13.8 per cent, as compared with 
only 6.3 per cent in 1922-30. “It is gen- 
erally conceded,” the organization adds, 
“that the many corporations, industries, 
and individuals that entered the depres- 
sion period heavily encumbered with 
debt were responsible for greatly deep- 
ening and lengthening that depression— 
if they were not a major contributing 
cause. When we find that we are adding 
debt at a considerably more rapid pace 
than we did in the 1920’s, it is obviously 
time to take a critical look at where we 
are going.” 


TATISTICS presented in chart form in 
the AIM report show that 100 per 
cent of the new corporate financing by 
railroads in 1946-52 was in the form of 
debt, and between 70 and 80 per cent by 
industrial and miscellaneous companies, 
and slightly over 60 per cent by public 
utilities—in each case a substantially 
greater proportion than in 1922-46, 
In correlation, the report demonstrates 
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that the average annual increase in total 
deposits of all banks in the United States 
was 14.3 per cent in the period 1940-52, 
as compared with 5 per cent in 1922-30. 
“The significance of these figures,” the 
authors advise, “lies in the fact that bank 
deposits are invested by banks almost 
entirely in loans, mortgages, and govern- 
ment and corporate bonds, partly because 
of legal requirements, and partly by cus- 
tom. Thus a large increase in bank de- 
posits automatically enlarges the market 
for evidences of debts of all kinds, in- 
cluding corporate bonds. This helps to 
keep down interest rates and encourages 
corporations and individuals to go into 
debt.” 

Analyzing the reasons why corpora- 
tions have relied so heavily on debt 
financing in the postwar period, the insti- 
tute report continues: 


Perhaps the most compelling reason 
was the unprecedented demand for new 
capital created by the record expansion 
of industry in general. Sheer volume 
made it necessary to tap the vast reser- 
voir of funds represented by the large 
institutional investors, 

The other big reason for going into 
debt was the relatively low cost of debt 
money in this postwar period. Debt 


always appears unusually attractive 
when interest rates are low, particu- 
larly when accompanied by high tax 
rates and large tax savings on the fixed 
charges. Unfortunately, the “advan- 
tages” are temporary in nature and, 
in general, are more than offset by the 
disadvantages. 


As evidence of the latter, the report 
cites rising interest rates, which tend to 
complicate refunding and the possibility 
that tax laws may be changed to prevent 
tax escape through the incurrence of debt. 


HE report closes with two recom- 

mendations to management ; name- 
ly, (1) that equity securities should al- 
ways be the preferred means of raising 
new capital, and (2) employee stock 
ownership should be explored as a source 
of equity capital—inasmuch as their total 
wages and salaries paid in 1952 exceeded 
$177 billion, and their accrued savings 
totaled almost $19 billion. 

The American Institute of Manage- 
ment is a nonprofit foundation devoted 
to the study and improvement of man- 
agement policies and practices. Copies of 
the report may be obtained from the insti- 
tute, whose headquarters are at 125 East 
38th street, New York 16, New York. 





McKay Gives Views 


_, poset: of Interior McKay has rec- 
ommended a policy of “minimum 
use of controls” in connection with the 
extension of certain sections of the De- 
fense Production Act, due to come up 
soon for consideration by Congress. 
McKay made known his views to the 
Senate Committee on Banking and Cur- 
rency, which has been holding hearings 
on bills introduced by Senator Capehart 
(Republican, Indiana) to provide for 
stand-by controls after the expiration of 
the present act on June 30, 1953. 
McKay told the committee that, in 
his opinion, the present position of the 
United States “enables us to continue a 
very high-level military defense program 
and at the same time, with few excep- 
tions, allow full freedom to the forces of 
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on Material Controls 


civilian demand and supply. Neverthe- 
less,” he added, “we must not lose sight 
of the fact that our basic expansion tasks 
are not completed. Industry must con- 
tinue to meet the growing needs of our 
economy under partial mobilization con- 
ditions, 

“In certain general areas—for ex- 
ample, electric power—we must con- 
tinue to make extraordinary efforts to 
overcome the threat of shortages.” 

The Secretary of Interior directed his 
statement before the committee primarily 
toward Title I of S 753—providing for 
priorities and allocation of powers ; Title 
III—powers enabling the government 
to provide industry with financial aids 
and incentives to expansion; and 
Title VII, which relates largely to the 
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“housekeeping” functions of the defense 
agencies. 

“I feel that the continuation of full 
authority to grant priorities and make 
material allocations contained in Title I, 
§ 101, of the Defense Production Act 
of 1950, as amended, is necessary and 
should be extended to June 30, 1954,” 
McKay said. Referring to electric power 
projects related to the Atomic Energy 
Commission program, McKay said: 


In order to avoid disruptions and 
delays in the construction of power 
plants essential to other portions of the 
defense program, the continued exer- 
cise of priority authority in scheduling 
the delivery of heavy power equip- 
ment may be required. 


? will be necessary to insure to essen- 
tial industries adequate quantities of 
a few critically short, essential materials, 
such as nickel and cobalt, according to 
McKay. Certain of these materials are 
indispensable, he said, “in connection 
with programs of the Department of 
Defense and the Atomic Energy Com- 
mission, as well as in meeting the goals 
of our strategic stockpiles. The defense 
needs for a very few such materials may 
continue to be so great that if full allo- 
cation control is not used the remainder 
of the economy would suffer undue 
dislocation,” he added. 

“It may be necessary to allocate elec- 
tric power in specific regions of the 
country,” McKay continued, “in which 
there may be insufficient power to permit 
carrying on essential defense activities.” 
Pointing to the seasons of low power in 
the Pacific Northwest, in 1951-52 and 
1952-53, when inadequate electric power 
supply impaired production of alumi- 
num, McKay said, “it now appears likely 
that serious power shortages will occur 


. in the future in certain regions of the 


country and that allocation orders will 
be needed to protect power supply for 
defense production uses.” 

McKay explained to the committee 
that the electric power expansion goal, 
originally established in March, 1952, by 
the Defense Production Administration 


on the basis of recommendations by the 
Defense Electric Power Administration, 
called for the addition of 32,000,000 kilo- 
watts during the 3-year period 1952-54. 
The goal was superseded in August, 
1952, by a new goal calling for installa- 
tion of 41,000,000 kilowatts for the 4- 
year period 1952-55. The revised ex- 
pansion goal contemplated the completion 
of an additional 7,000,000 kilowatts in 
1952, but actual expansion was only 
6,100,000, McKay revealed. In the 
3-year period 1953-55, he said, it now 
appears that only 31,000,000 kilowatts 
will be installed on the basis of present 
prospects for shipment of power equip- 
ment, even though the revised goal con- 
templates installation of 34,000,000 kilo- 
watts. He explained that the long lead 
times involved in the power expansion 
program, and the full capacity operation 
of manufacturers contributing equipment 
to the program, prevent installation of 
more than 31,000,000 kilowatts during 
this period. 


¢ yy to meet the goal means the 

threat of power shortages,” Mc- 
Kay warned. “These shortages,” he said, 
“must fall upon industrial production 
including important defense production. 
Power shortages were experienced in 
1951 and 1952, and it appears quite likely 
that they will occur in various regions 
of the country in the next two years.” 
Since his testimony, Secretary McKay 
has ordered the abolition of the Defense 
Electric Power Administration, effective 
July 1st. 

In regard to the natural gas industry, 
McKay recommended that § 704 of the 
present Defense Production Act be 
eliminated from any new legislation. This 
section gave the government the author- 
ity to limit the use of natural gas in such 
states as have certified to the President 
that they have undertaken that respon- 
sibility. This provision was aimed at 
Order No. 2 of the Petroleum Adminis- 
tration for Defense. This order, however, 
has now been terminated and the reason 
for the provision in § 704 no longer 
exists, McKay said. 
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Summing up his position on emer- 
gency controls, McKay stated: “. . . while 
I believe that our defense program can 
be continued in the foreseeable future 
with a minimum use of controls, this 
does not indicate any decreased need for 
developing and maintaining an adequate 
mobilization base. The present general 
relaxation of controls makes it doubly 
important that we have the power at 





PUBLIC UTILITIES FORTNIGHTLY 


hand under Title I (of the Defense 
Production Act) to meet promptly par- 
ticular defense problems when they arise, 
and to increase the use of controls when- 
ever a change in the mobilization level 
or in the economic situation should make 
them necessary to avoid impairment of 
the national defense and general hardship 
in the civilian economy.” 
—F.M. 





Further Growth Seen for Public Utilities 


ECENT phenomenal growth of the pub- 
lic utility industry will continue 
uninterrupted during the next several 
years, at least, according to Walter F. 
Merkel, vice president of Gartley & 
Associates, Inc., of New York city. 
Speaking at the annual business confer- 
ence of the Maryland Public Utilities 
Association in Baltimore, Mr. Merkel 
predicted that electric power production 
would increase almost 20 per cent by 1955 
and that gas production would show a 
gain of about 25 per cent by that time. 
In order to obtain the additional capac- 
ity necessary for this increase in produc- 
tion, the public utility companies will 
have to come to the capital market for 


many billions of additional dollars during 
the next few years, said Mr. Merkel. He 
pointed out that since the end of World 
War II more than $13 billion has been 
spent by the utilities to provide improved 
and expanded plants. 

Stressing the highly competitive nature 
of the capital markets, Mr, Merkel urged 
utility executives to maintain and expand 
their efforts to promote sound investor 
relations. Such a course, he emphasized, 
will enable them to obtain additional funds 
for expansion at the most economical cost 
to themselves. As a key to accomplishing 
their goals, he urged them to “Make Your 
Story Easy for Your Audience to Under- 
stand.” 





JUNE 18, 1953 





Morality of the Profit System 


a VV still have in our midst those who seem to think that 
a desire for gain is ‘wicked.’ The fact is that, as our 
society is organized, the desire for gain is inescapable because 
our economy cannot function without the prospect of profit. 
This is neither ‘good’ nor ‘bad,’ it is simply the driving force 
behind our system of society. 

“When we say that the transit system should be allowed to 
earn a fair return on invested capital, we are not bathed in 
original sin, we are merely stating the facts of life. We would 
suggest, if you are still reading, that a decent standard of liv- 
ing for the men and women who run the system and a reason- 
able standard of service for those who use the system will be 
impossible, in the long run, if regard is not paid to the facts 
of life.” 

’ —Excerpt from Public Service News, 
Winnipeg (Canada) Electric Company. 
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In General 


EEI Meeting 


NNUAL peak-load demands of the 
electric utility industry are mount- 
ing steadily, yet the industry has been 
able to maintain and increase its reserve 
margin of productive capacity by huge 
installations. This was the keynote 
sounded before the twenty-first annual 
convention of the Edison Electric Insti- 
tute in Atlantic City, New Jersey, June 
4th to 6th, attended by more than 3,000. 
The figures on peak demand and in- 
creasing capacity were contained in a 
report of a survey committee, headed by 
Walker L, Cisler, president of The De- 
troit Edison Company. For 1953 the 
peak load is expected to reach 82,800,- 
000, as against a capacity of 92,800,000 
or more kilowatts, indicating a reserve 
margin of around 14.6 per cent. The sur- 
vey suggested an eventual reserve mar- 
gin of approximately 17.8 per cent for 
1956. 

Congress should act to re-establish 
fairness in the laws affecting competition 
between Federal power projects and in- 
vestor-owned companies, according to 
Bayard L, England, president of the At- 
lantic City Electric Company and retir- 
ing president of the institute. A similar 
note was sounded by Walter H. Sammis, 
president of the Ohio Edison Company, 
who was elected to succeed England. 

Sammis said that the nation’s $25 bil- 
lion electric industry plans to meet all 
competition from Federal projects, but 
that unjust discrimination in the sale of 
government power should be stopped. 

The convention heard from represent- 
atives of both regulatory commissioners 
and the labor unions. Eugene S, Lough- 
lin, chairman of the Connecticut Public 


Utilities Commission and president of 
the National Association of Railroad and 
Utilities Commissioners, said that “the 
true protection of our free, private enter- 
prise system, in which the utility in- 
dustry is basic, is a soundly conceived 
and independently conducted system of 
public regulation in the public interest.” 
Daniel W. Tracy, president of the Inter- 
national Brotherhood of Electrical 
Workers (AFL), said that free enter- 
prise means free labor, and that any type 
of statism dooms true bargaining. 

The five New York state electric com- 
panies, seeking to develop Niagara pow- 
er, are just as much opposed to the 
Dewey plan as to the old Lehman-Roose- 
velt Bill for Federal development. This 
was announced in a press conference 
during the EEI convention by Alex- 
ander M. Beebee, president of Rochester 
Gas & Electric Corporation. He said 
that the basic question is free enterprise 
versus government ownership, and that 
the only advantage which could be 
claimed for state development would lie 
in tax avoidance. 

A nation-wide interest was shown in 
the speech by Chairman Gordon E. Dean 
of the Atomic Energy Commission, who 
revealed that successful “breeding” of 
nuclear material was in process. 


Tentative Contract Drafted 


HE Bonneville Power Administra- 
tion and private utilities have drafted 

a tentative 20-year contract, a Bonne- 
ville spokesman said recently. At present, 
the utilities have only 5-year contracts. 
The contract, which could go into ef- 
fect next year, would be offered to all 
private power firms in the Northwest. 
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California 


Rate Boost Sought 


oast Counties Gas & ELECTRIC 
Company recently asked the state 
public utilities commission for authority 
to increase combined gas and electric 
rates in 11 central California counties to 


produce additional gross revenue of $1,- 
540,000. 

The company asked the commission for 
a gas rate boost of $1,100,000, effecting 
a 5.83 per cent rate of return, and an elec- 
tric rate hike of $440,000, for a 6.25 per 
cent rate of return. 


Connecticut 


Seeks Increased Rates 


NCREASES in electric and gas rates, 
totaling $3,500,000, are sought by the 
Connecticut Light & Power Company in 
a petition filed with the state public utili- 
ties commission last month. 

The adjustment is being sought to 
compensate for increased costs of doing 
business since the present rate structure 
was set up in 1948, the company’s presi- 
dent said. 

The average increase for household 
electric customers under the proposed 
rates amounts to about 10 per cent, al- 


though the actual percentage increase 
will vary slightly, depending upon the 
amount of service used, Commercial elec- 
tric customers also will experience ap- 
proximately the same average percentage 
increase as households. 

In the case of industrial users of elec- 
tricity, the percentage increase under the 
proposed rates will vary over a wider 
range, it was said. The average increase 
for this group will amount to about 5 
per cent. 

The gas rate increase applied for will 
mean an average increase of about 5 per 
cent for all classes of users. 


a 
Florida 


Bill to Repeal Antistrike 
Law Rejected 


A= which would have repealed the 
state’s public utility antistrike law 
was rejected by the labor and industry 
committee of the state house of repre- 
sentatives last month, despite a recent 
unfavorable decision on it by the state 
supreme court. 

In asking the committee to keep the 
law on the statute books, McGregor 
Smith, president of the Florida Power & 


Light Company, was reported to have 
pointed out that Congress is considering 
changes in the Taft-Hartley Act, which 
might have the effect of removing the 
state supreme court’s objections to the 
state measure. 

Meanwhile, a bill was introduced in 
the state house by its public utilities com- 
mittee, proposing the creation of an in- 
terim committee to study relations be- 
tween labor and management of public 
utilities, 


Illinois 


Increased Gas Rates Approved 
oe Peoples Gas Light & Coke Com- 

pany was granted permission by the 
state commerce commission last month 
to increase its annual gross revenue by 
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$4,657,000. The increase, which is the 
first general one in thirty-two years, will 
mean higher gas rates for approximately 
half the company’s 950,000 gas pur- 
chasers. 
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Future residential bills will be in- 
creased as a consequence by from 5 to 14 
per cent on the average, it was estimated. 
There will be no increase for about 450,- 
000 small users who use gas mainly for 
cooking. 

A raise allowed in the minimum month- 
ly charge, to 70 cents for the first three 
therms from the present 60 cents for the 


first two therms, will mean small month- 
ly increases for about 160,000 residential 
users, the company estimated. 

Principal changes will come in the 
bills of those who heat their homes with 

s. 
Chicago households now in this cate- 
gory may experience an average 14 per 
cent increase in monthly bills. 


Louisiana 


Chamber Approves Niagara 
Bills 


HREE congressional bills, which 

would permit the development by 
free enterprise of additional hydroelec- 
tric power at Niagara Falls, were ap- 
proved last month by the board of direc- 
tors of the chamber of commerce of the 
New Orleans area. 

The board’s action followed recom- 
mendations of the legislative committee, 
headed by Sumter D. Marks, Jr. 

The three bills are identical in text. 
They are: S 689, HR 2289, and HR 


4351. In approving them, the legislative 
committee expressed the belief that the 
legislation they contain “exemplifies our 
traditional system of private enterprise 
and will bring the benefits of this basic 
resource to the greatest number of people 
cheaper and quicker than any proposal 
for governmental development, which 
would inevitably burden the taxpayers.” 

The committee added that as a busi- 
ness undertaking in the public interest, 
“development under this legislation 
would provide new sources of Federal, 
state, and local tax revenues.” 


Missouri 


Gas Rate Increase Granted 


Se state public service commission 
last month authorized Laclede Gas 
Light Company to increase its rates to 
consumers by $2,500,000 annually, based 
upon the volume of 1952 sales. This was 
slightly less than half of the $5,175,000 
it had sought in its revised application. 

In a unanimous order, the commission 
based the increase solely on the increased 
cost to Laclede of the natural gas it buys 
from Mississippi River Fuel Corporation 
under a new schedule filed last April 
10th by the pipeline. 

However, the commission required 
that some of the increased cost be ab- 
sorbed by Laclede. It estimated the $2,- 
500,000-a-year additional revenue would 
yield a return to Laclede of 6.28 per cent 
on an estimated 1952 net plant valuation 
of $65,974,000. It held such a return 
would not be excessive, The order speci- 


fied that in the event of a reduction in 
the pipeline rates by the Federal Power 
Commission, which was studying Mis- 
sissippi River Fuel Corporation’s new 
rate schedule, Laclede must impound any 
refund it would receive from the pipeline 
for ultimate return to its own customers. 

The company subsequently announced 
it would apply to the state commission for 
a further annual rate increase of at least 
$2,200,000, saying that the increase of 
$2,500,000 granted by the commission is 
“inadequate.” A company spokesman 
said the commission had determined the 
amount of the increase “on a rate base 
almost a year old without giving con- 
sideration to facts as they will exist in 
the foreseeable future.” 

The new rates, it was said, will pro- 
duce a return of only 5.5 per cent, in- 
stead of the 6.28 per cent estimated by 
the commission. 
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New Jersey 


Fare Bill Passes 


HE state assembly last month passed 
without debate and sent to Gov- 
ernor Driscoll a bill to exempt bus com- 
panies from the present requirement that 
they fix a rate base as a prerequisite for 
fare increases, The vote was 33 to 1. 
Twenty-six did not vote. 
The legislation was said to represent 
near success for small bus companies in 
their fight to be exempted from the rate 


base requirements as laid down by the 
state supreme court in the Public Service 
rate case in 1950. The bill had passed the 
senate April Ist. 

The court ruled that every utility must 
file, and the state public utilities commis- 
sion approve, a rate base before upward 
rate adjustments can be allowed. The 
court held it was the province of the com- 
mission to fix just and reasonable rates 
on the base proved by the utility. 


Pennsylvania 


Witnesses Defend Utility 


ITNESSES for the Scranton Electric 

Company defended the utility’s ap- 
plication for a $1,169,862 rate increase 
recently at a renewed hearing before the 
state public utility commission. Company 
witnesses were cross-examined by coun- 
sel for the commission on testimony they 
gave at previous hearings in the presenta- 
tion of the company’s case. 

The utility contends a rate increase is 
justified to give it a “fair rate of return” 
on its investment. Company witnesses 
have testified that, even should the in- 
crease be granted, it would not earn 6 per 
cent. 

The company filed the higher rates to 
become effective on last January 7th, but 


the commission suspended them until 
July 7th for an investigation. 
The city of Scranton filed a protest. 


Governor Offers Tax Proposals 
AN a means of raising $120,000,000 in 

additional revenue during the 1953- 
55 biennium, Governor Fine last month 
suggested that the state legislature con- 
sider the enactment of new or increased 
taxes against sales of “luxury” products ; 
gas, electric, and telephone bills; a per 
capita or head tax; and various other 
items. 

He proposed a levy of 34 per cent on 
gas and electric bills, and a 5 per cent 
tax on intrastate telephone and telegraph 
bills, The governor said he did not advo- 
cate any particular tax. 


Virginia 


Ruling Upholds Antistrike Act 


ONSTITUTIONALITY of the Virginia 

public utility antistrike act, which 
had been challenged by an AFL bus 
drivers’ union, was upheld by Judge 
Harold F. Snead in an opinion handed 
down recently in Richmond Circuit 
Court. 

The state’s utility antistrike law was 
revised in 1952. in a move intended to 
remove any doubts of constitutionality 
resulting from a 1951 U. S. Supreme 
Court opinion which invalidated a Wis- 
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consin public utility antistrike statute. 

Judge Snead ruled that the seizure 
law “is not in conflict with the laws of 
the United States and is not ‘repugnant 
to the Constitution of the United States 
and the Constitution of Virginia and is 
valid.” 

The test case stemmed from the seizure 
by the state late last year of the Wash- 
ington, Virginia & Maryland Coach Com- 
pany (Arnold Bus Lines) and operation 
of the bus line for about two months in 
late 1952 and early this year, 
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Progress of Regulation 


Gas Operations of Petroleum Company Not Exempted from 
Regulation under Natural Gas Act 


HE United States Court of Appeals 

for the District of Columbia reversed 
the decision of the Federal Power Com- 
mission, in Re Phillips Petroleum Co. 
(1951) 00 PUR NS 325, that the com- 
pany was not a “natural gas company,” 
within the meaning of the Natural Gas 
Act, by reason of the exemption of pro- 
duction and gathering by § 1(b). Sales 
of gas to pipeline companies, said the 
court, were not within either the statu- 
tory phrase “the production or gathering 
of natural gas” or the Supreme Court’s 
paraphrase “made during the course of 
production and gathering.” 

Phillips is a large operator in the pe- 
troleum industry and a large producer, 
gatherer, and processor of natural gas 
from wells in Texas, Oklahoma, and New 
Mexico. Phillips owns and operates 
gathering systems and processing plants. 
lt gathers gas produced from its own 
wells and other gas that it buys at com- 
mon points in or near its plants. At these 
plants it processes the gas to make it 
salable or to recover extractable _— 
or both. 

Phillips then moves the gas through 
short lines to points where it sells the 
gas to several pipeline companies for in- 
terstate transportation and resale. Thus, 


- said the court, Phillips sells the gas after 


the time and beyond the place at which 
production and gathering are complete 
and after processing has intervened. 
The court reviewed the development 
of regulation by the Federal government 
after the decision in Missouri ex rel, Bar- 
rett v. Kansas Nat. Gas Co. 265 US 298, 


PURI1924E 78, that the sale and deliv- 
ery of natural gas in interstate commerce 
were national in character and not subject 
to state regulation. Congress, said the 
court, decided that that particular com- 
merce should no longer be free from 
regulation and therefore passed the Nat- 
ural Gas Act. Reference was made to the 
decisions of the Supreme Court uphold- 
ing the jurisdiction of the Federal Power 
Commission in Colorado Interstate Gas 
Co. v, Federal Power Commission 
(1945) 324 US 581, 58 PUR NS 65, and 
Interstate Nat. Gas Co. v. Federal Power 
Commission (1947) 331 US 682, 69 
PUR NS 1. 

The commission had found that Phil- 
lips’ transportation in interstate com- 
merce and its sales in interstate com- 
merce, together with its processing op- 
erations, all constituted a part of its 
gathering business, or they were inci- 
dents of or activities related to such busi- 
ness, so that such movement, processing, 
and sales came within the exemption of 
production and gathering in § 1(b) of 
the act. The premise, said the court, did 
not support the conclusion, 

The commission’s finding, the court 
continued, expressed a belief that even if 
Phillips’ interstate sales of gathered and 
processed gas were not part of its gather- 
ing business or even incidents of such 
business, they were nevertheless within 
the exemption if they were closely related 
to such business. The court said that if 
this were the law, neither the Interstate 
Natural Gas Case nor the Colorado In- 
terstate Gas Case could have been de- 
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cided as it was. The court declared: 


For the sales of a producer and 
gatherer are necessarily and closely 
related to production and gathering. It 
does not follow that his bulk interstate 
sales are exempt from regulation under 
the Natural Gas Act. 


Section 1(b), said the court, exempts 
both local distribution and production or 
gathering, but it exempts nothing be- 
tween production or gathering and local 
distribution. The exemption of produc- 
tion or gathering does not exempt sales 
made after production and gathering 
have been completed. 

Circuit Judge Clark, in a dissenting 
opinion, said he was able to agree neither 
with the reasoning of the majority nor 
with its conclusions, He said that the 
natural gas business in this country con- 


e 


sists of three main operations, separate 
and distinct in character and economic 
purpose, and usually performed by sepa- 
rate and distinct business units: (1) pro- 
duction and gathering of natural gas, car- 
ried on by independent producers and 
gatherers, such as Phillips; (2) trans- 
portation of gas performed by pipeline 
companies; and (3) distribution of gas 
to the ultimate consumers carried on by 
local distributing companies. 

He concluded that sales by a gatherer 
are a part of gathering so long as they are 
made before the gas enters the transmis- 
sion lines proper and that the finding by 
the commission that the gas was sold 
while it was still in the gathering lines 
was unassailable either in fact or under 
the law. Wisconsin v. Federal Power 
Commission, Nos. 11247 et al. May 22, 
1953. 


Transfer of Gas Wells and Leases to Subsidiary Not an 
Impairment of Gas Supply 


HE Federal Power Commission 

terminated an investigation of the 
action of the Northern Natural Gas Com- 
pany in creating a wholly owned sub- 
sidiary to which it transferred gas leases 
and wells. Northern had been authorized 
to construct and operate transmission fa- 
cilities subject to the condition that it 
would not sell, transfer, or otherwise 
alienate its gas reserves so long as it was 
economically feasible to produce gas for 
required service. 

The commission’s objective in impos- 
ing this condition was to protect the pub- 
lic by trying to assure an effective dedica- 
tion of gas supply. Northern, as part of 
the subsidiary plan, had entered into gas 
purchase contracts, and the gas reserves 
in question were firmly committed to the 
service of the Northern’s system. The 
commission said that its inquiry failed to 
disclose that Northern actually had 
alienated any part of its gas reserves in 
a manner that did not permit Northern 
to draw on them to the full limit of pro- 
duction allowables. The commission said : 


We are convinced that the best in- 
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terests of Northern’s customers and 
the territory served by them require 
that we take the action which we are 
in bringing this matter to a conclusion. 
There are pending applications by 
Northern which are of the utmost im- 
portance to the Middle West served 
by its system. If the commission 
should at this time endeavor to in- 
validate the certificate issued Northern 
at Docket No. G-1618 [94 PUR NS 
485], or if we entered an order which 
would result in unwarranted litigation, 
we do not believe we would be serving 
the public interest. 


Since the purchase contracts were not 
negotiated at arm’s length, the commis- 
sion observed that it would have com- 
plete jurisdiction over such contracts in 
any future rate proceeding when it comes 
to determining cost of service. Chairman 
Buchanan, in a dissenting opinion, dis- 
agreed with the commission’s action and, 
although conceding that technically rates 
were not before the commission in the 
certificate proceeding, said that rate con- 
siderations are primary factors always 
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present—directly or indirectly—in com- 
mission proceedings under the Natural 
Gas Act. 

Commissioners Wimberly and Doty, 
in a concurring opinion, said that Chair- 
man Buchanan—‘“who filed a rate case 
dissent in this certificate proceeding”— 
had joined with the other commissioners 
in pointing out in an earlier opinion that 
the proceeding was “of course not a rate 
but a certificate proceeding.” 

Commissioner Smith, although con- 
curring in the action taken, thought it 
would be more appropriate for the com- 
mission to proceed in accordance with 
the course advocated by most of North- 
ern’s customers who were interveners in 
the proceeding. For the commission 
to hold that the certificate it had issued 


was ineffective or that it should at the 
time be revoked, he said, obviously would 
not serve the public interest. It would 
withdraw legal sanction from the opera- 
tion of facilities essential to service being 
rendered. 

It seemed to him that the next step 
would be to seek through appropriate 
proceedings a resolution of conflicting 
contentions made regarding the commis- 
sion’s authority to impose certificate con- 
ditions of this character. This would have 
an important bearing upon similar situa- 
tions which may arise under the Natural 
Gas Act and, therefore, upon the neces- 
sity, in the public interest, of amendatory 
legislation, Re Northern Natural Gas Co. 
Opinion No. 247, Docket No. G-2085, 
April 23, 1953. 


7 


Court Reverses Commission Authorization of Radiotelegraph 
Service Based on Feasibility 


To United States Court of Appeals 
reversed an order of the Federal 
Communications Commission modifying 
a license of a radio telegraph carrier to 
permit it to operate direct circuits be- 
tween the United States and The Nether- 
lands and Portugal in competition with 
existing facilities. The court ruled that 
the commission finding that the facilities 
were feasible did not indicate that public 


e 


convenience and necessity required them. 
The findings of the commission that 
the new service would redistribute pres- 
ent traffic, rather than generate new 
traffic, and that no lower rate or more 
comprehensive service would result did 
not provide an adequate basis for au- 
thorizing new service. RCA Communi- 
cations, Inc. v. Federal Communications 
Commission et al. 201 F2d 694. 


ICC Rules Restricting Leasing and Interchange Practices Sustained 


ULES instituted by the Interstate 
Commerce Commission requiring 

the leasing and interchange of motor 
carrier equipment to be for period’ of 
not less than thirty days and providing 
that the measure of compensation shall 
be other than revenue splitting were 
held, by the United States Supreme 
Court, to be reasonable and within the 
rule-making power of the commission. 
The court, in reviewing the history of 
the motor carrier industry, noted that the 
use of nonowned equipment by author- 
ized carriers was not illegal either under 
the Interstate Commerce Act or the rules 
under consideration. It was pointed out, 


however, that evidence was overwhelm- 
ing that a number of satellite practices 
directly affected the regulatory scheme 
of the act, the public interest, and neces- 
sary service, and the economic stability 
of the industry. The rules prescribed 
were said to be necessary so that the 
commission would have the power of 
control and regulation as prescribed by 
the Interstate Commerce Act. Otherwise, 
violations of geographical restrictions 
occur, safety requirements are not ob- 
served, enforcement is difficult to im- 
pose, and there is a tendency to obstruct 
normal rate regulation. 

Certain exemptions to the rules were 
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granted by the commission. Interchanges 
between carriers over routes both are 
authorized to serve ; trucking equipment 
used in railway express operation ; sub- 
stituted motor-for-rail transport equip- 
ment; and plans of operation whereby 
stockholders in a motor carrier corpora- 
tion lease their trucks to it were ex- 
empted because the evils of unauthorized 
service, lax observation of safety regu- 
lations, and demoralizing competitive 
conditions were not present in such op- 
erations. 

The motor carriers’ right to augment 
their equipment is not violated. A 
numerical limitation is not involved be- 
cause the use of nonowned vehicles is 
not a limitation on the addition of more 
vehicles of the authorized type. 

Neither will the rules drastically re- 
duce the significance of the certificate 
exemptions for agricultural carriers in 
violation of Congress’ intent. Under the 
30-day lease provision such carriers will 
find it impossible to lease their trucks 
for the return trip. The certificate ex- 
emption, however, extends to carriage 
of agricultural products and not to op- 


erations where equipment is used to 
carry other property. The statute is not 
designed to allow farm truckers to com- 
pete with authorized and certificated 
motor carriers merely because they have 
exemption when carrying only agricul- 
tural products. There is nothing which 
implies protection of agricultural truck- 
ers’ right to haul other property, even 
though from an economic standpoint 
that right is important to protect profit 
margins. Regulated truckers must also 
receive protection upon their restricted 
routes and limited carriage. 

In a dissenting opinion it was said that 
such rules go beyond the power of the 
commission because motor carriers have 
the right to choose for themselves 
whether they would use leased or pur- 
chased equipment and such a right is 
practically destroyed by the imposition 
of burdensome restrictions. Further, it 
was said, agricultural carriers, exempt 
from certificate requirements, are bur- 
dened substantially and this Congress did 
not intend. American Trucking Assocta- 
tions, Inc. et al. v. United States et al. 
73 S Ct 307. 


= 


Rule Governing Telephone Service Denial for Unlawful 
Use Disapproved by Federal Commission 


HE Federal Communications Com- 
mission, denying a rehearing, upheld 
its earlier decision, in (1951) 92 PUR 
NS 1, disapproving a telephone tariff 
provision for service denial because of 
unlawful use of facilities, The tariff pro- 
vided that service would not be furnished 
if any law enforcement agency, acting 
within its jurisdiction, advised that such 
service was being used or would be used 
in violation of law. The tariff was held to 
be unlawful in so far as it purported to 
immunize the company from all responsi- 
bility for discontinuance of service and 
to bind it in all instances automatically 
tc discontinue service upon receiving ad- 
vice from a law enforcement agency that 
the service was being used for illegal 
purposes. 
An alternative tariff was proposed. 
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This tariff authorized the company to dis- 
continue service for “probable cause” 
that the facilities were being used for an 
illegal purpose. Advice from a law en- 
forcement officer that the service was be- 
ing used illegally would, in all instances, 
constitute probable cause. The principal 
difference from the existing tariff regula- 
tion was that the new proposal would 
provide that, before acting on advice of 
illegal usage of facilities from a law en- 
forcement agency, the carrier would give 
the subscriber “reasonable advance no- 
tice of the proposed action, unless the 
circumstances require acting without no- 
tice.” 

This alternative tariff was also consid- 
ered objectionable, It would bind the 
companies to discontinue service in every 
case where a law enforcement agency ad- 


870 





_» gp ath G Geo O00 @® feel 





~wntne 


fr 


+ — £ 








PROGRESS OF REGULATION 


vised that service was being used for an 
illegal purpose without regard to the na- 
ture of the notice. from the agency, and 
even if the carrier was aware or was made 
aware that the information contained in 
the notice was untrue. The regulation re- 
quiring such automatic action on the part 
of a telephone company in every case was 
held to be unreasonable and unlawful. 

The advance notice provision of the 
alternative tariff was considered objec- 
tionable because of the phrase “unless the 
circumstances require acting without 
notice.” The commission said that pro- 
vision not only opened the door to a com- 
plete nullification of the notice require- 
ment, but was open to the objection that 
the giving of notice might be exercised 
in a manner which might be discrimina- 
tory as between one subscriber and an- 
other. In view of its indefiniteness, the 
provision for advance notice might be a 
purely illusory benefit to an innocent sub- 
scriber whose service the carrier pro- 
posed to discontinue. 

Telephone companies proposed that 


e 


the commission omit from the interstate 
telephone tariffs all regulations dealing 
with the use of facilities for unlawful _ 
purposes and leave such regulations en- 
tirely to the states and local authorities. 
This proposal was rejected, The commis- 
sion noted that jurisdiction over inter- 
state telephone facilities has been con- 
ferred upon it by Congress. It held that 
it was its duty to exercise authority in 
order to achieve the congressional pur- 
pose of protecting the interests of the 
public. 

The fact that the same instruments 
were used for both interstate and intra- 
state services and that intrastate service 
was subject to state and local regulation 
did not alter the commission’s duties and 
obligations with respect to interstate 
telephone facilities. It was concluded that 
the question of the use of interstate tele- 
phone facilities for illegal purposes is one 
which the Federal Communications Com- 
mission must consider. Katz et al v. 
American Teleph. & Teleg. Co. et al. 
Docket No. 9500, March 20, 1953. 


Transportation within a State to Military Installation 
Not Interstate Commerce 


AILROAD transportation from a point 
within a state to a military installa- 
tion within the state does not constitute 
interstate commerce, said the Louisiana 
commission. To assess lower rates than 
those provided in the railroad’s tariff on 
the ground that the reduced rates are for 
the benefit of the Federal government 
would be discriminatory. 

It was conceded that the transportation 
in question centered wholly within the 
state and did not enter another state or 
amount to navigation on the high seas 
beyond the territorial limits of United 


- States. 


In order to make the shipment 
one of interstate commerce, it was said, 


the military installation would have to 
be considered a territory of the United 
States. However, a military installation 
owned in fee simple is a landed posses- 
sion of the United States and is not a 
political unit governing and being gov- 
erned as such. 

The commission then held that the 
Federal government was entitled to no 
different treatment by intrastate common 
carriers than is accorded any other ship- 
per, and that the Federal government 
was neither to be favored nor discrimi- 
nated against in the application of intra- 
state tariffs. Public Service Commission 
v. Kansas City Southern R. Co. No. 
6083, Order No. 6128, October 20, 1952. 


3 


Commission Refusal to Compel Extension Unreasonable 


Lb commission’s refusal to order 
a water company to extend service 


was unreasonable, said the Pennsylvania 
Superior Court, because it was admitted 
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that there was a need for the extension 
and there was no competent evidence to 
refute such finding. 

A commission finding that such an ex- 
tension was not economically feasible or 
reasonable, where the company would be 
required to bear the full cost, and that it 
would be an unfair burden on the com- 
pany’s other customers was rejected, The 
cost of construction would amount to 
merely one-quarter of one per cent of 
the company’s current and accrued as- 
sets. There was no evidence that other 
customers would be required to pay any 


higher rates because of the extension 
cost. 

A utility may not select and serve only 
presently profitable territory covered by 
its franchise. If a portion of the territory 
served is not profitable, but the entire 
service produces a fair return on the in- 
vestment, the utility may be required to 
serve the unprofitable portion, if the 
rendering of such service does not re- 
sult in an unreasonable burden on its 
other service. Ridley Township et al. v. 
Public Utility Commission et al. 94 A2d 
168. 


e 


Loss of Mail and Express Facilities Considered in Train 
Discontinuance Proceeding 


Fo gpeneing to discontinue passenger 
service on a railroad’s branch line 
should be denied, according to the Mon- 
tana Supreme Court, where public con- 
venience and necessity require such serv- 
ice and where losses suffered by the rail- 
road amount to only about one-twelfth 
of over-all passenger losses. The area 
involved was prosperous and the roads 
were poor and sometimes impassable. 
The court ruled that consideration 
should be given to the loss of mail and 
express facilities since it might work 
some inconvenience to the public. 

The railroad claimed that refusal to 
authorize the discontinuance of these 
trains would be an undue burden on in- 
terstate commerce and an unlawful tak- 
ing of property. The railroad, in the 


proceedings below, did not disclose over- 
all revenues on the branch line and sub- 
mitted only the sketchiest evidence con- 
cerning the operation of the road in its 
entirety. The court then said: 


Here convenience and necessity are 
found to exist and we hold that evi- 
dence of earnings and losses on its 
various services would be material be- 
fore a railroad would be heard to com- 
plain that a service is an undue burden 
on interstate commerce or that in 
rendering the service there is an un- 
lawful taking of property without due 
process of law. 


Chicago, M. & St. P. & P. R. Co. v. 


Board of Railroad Commrs. March 5, 
1953. 


= 


Other Important Rulings 


OME of the factors considered by the 

Connecticut commission, in denying 
the petition of a group of transit riders 
for an extension of the company’s one- 
fare zone, were (1) the .4 per cent in- 
crease in the operating ratio which would 
result from the loss of revenue, and (2) 
the fact that the greater number of riders 
not affected by the extension would be 
required to assume the expense of pro- 
viding the requested reduction in fares 


for the smaller number of patrons who 
would be primarily benefited. Re Con- 
necticut Co, Docket No, 8727, April 7, 
1953. 


The Wisconsin commission refused to 
require telephone operators to give sub- 
scribers information concerning the lo- 
cation of fires as such information would 
represent a service over and beyond that 
which the company is required by law to 
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turnish as a public utility. Markesan et 
al, v. General Teleph. Co. 2-U-3901, 
April 1, 1953. 


Telephone customers did not show a 
community of interest so as to justify the 
duplication and extension of telephone 
plant facilities, said the Wisconsin com- 
mission, where but fourteen of fifty cus- 
tomers desired the new service. Reading 
et al. v. North-West Teleph. Co. 2-U- 
3972, April 23, 1953. 


A Federal district court held that a rail- 
road tariff that provided for a greater 
charge for weighing cars en route, at the 
shipper’s request, than for weighing ship- 
ments at the point of origin contemplated 
the lower rate where no scales were avail- 
able at the point of origin and the weigh- 
ing was done at the first available scales. 
Atchison, T. & S. F. R. Co. v. Simpson 
et al. 109 F Supp 616 


The Missouri commission held that 
telephone companies should be al- 
lowed to sell and transfer their properties 
unless it would be detrimental to the pub- 
lic, and that it is not within the province 
of the public to insist that it shall be 
benefited by any change of ownership, as 
a condition to such a change. Re Western 
Light & Teleph. Co., Inc. et al. Case No. 
12,386, January 7, 1953. 


The Massachusetts Supreme Judicial 
Court held that authority to transfer 
three motor carrier certificates should 
not have been granted where the routes 
were extensive and the transferor had re- 
tired from business and had sold all 
equipment except one old truck, because 
the transfer of such business as could be 
conducted with one truck would not con- 
stitute a bona fide sale of the transferor’s 
business under his certificates. A. B. & C. 
Motor Transp. Co., Inc. et al. v Depart- 
ment of Public Utilities, 110 NE 377. 


The Kentucky Court of Appeals held 
that a transit company, which succeeded 
to the assets of an insolvent street rail- 
way purchased by its predecessor, 


adopted and ratified a contract between 
the insolvent company and a railroad giv- 
ing the right to use crossings and impos- 
ing the duty to maintain such crossings 
and was liable for the cost of removing 
the crossings upon abandonment, where 
the transit company knew of the exist: 
ence of the contracts and had used and 
maintained the crossings for over forty 
years. Louisville Transit Co. v. Louts- 
ville & N. R. Co. 253 SW2d 240. 


One of the important factors which af- 
fected a decision of the Civil Aeronautics 
Board in a certificate proceeding involv- 
ing rival applications to serve an area 
greatly in need of service was the rela- 
tive ability of the carriers to commence 
service with reasonable promptness after 
the board’s determination. Re Central 
Airlines, Docket No. 4083 et al. April 
17, 1953. 


The Nevada commission did not feel 
that it could allow a water company a 
rate increase amounting to any more than 
enough to permit it to pay ordinary ex- 
penses where, because of reduced patron- 
age due to the abandonment of many 
miles in the area, the system was no long- 
er compensatory and the cost of capital 
improvements necesary for adequate 
service was beyond what the company 
could afford regardless of the rates 
charged. Re Virginia City Water Co. I 
& S Docket No. 135, February 25, 1953. 


The Massachusetts Department of 
Public Utilities ordered an interurban 
bus company to establish a method where- 
by round-trip tickets could be purchased 
from bus operators rather than at com- 
pany terminals alone. Re Boston, W. & 
N. Y. Street R. Co. DPU 10318, April 
22, 1953 


A motor carrier was authorized by 
the Indiana commission to operate be- 
tween two points on an alternate route 
because such route would enable the car- 
rier to save a substantial amount each 
month in operating expenses and would 
not seriously impair existing transporta- 


873 JUNE 18, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


tion services. Re Capitol Freight Lines, 
Inc. No. 896-A, 22, April 2, 1953. 


The Massachusetts Department of 
Public Utilities held that transit rates 
that would yield a return of about 7.5 
per cent on intrastate operations and pro- 
duce an operating ratio of about 98.6 
per cent were fair and reasonable. Re [n- 
terstate Transit Corp. DPU 10324, 
April 29, 1953. 


The Civil Aeronautics Board, in con- 
sidering intermediate stops which local 
air carriers should be required to make, 
indicated that its goal in such proceed- 
ings is to achieve a proper balance be- 
tween operational flexibility and the ren- 
dition of a truly local air service. Re 
Southern Airways, Docket No. 5199 et 
al, April 14, 1953. 


The Indiana commission held that pro- 
posed gas rates that would yield a re- 
turn of 5 per cent were fair and reason- 
able. Re Westfield Gas Corp. No. 23611, 
March 20, 1953. 


The North Carolina Supreme Court 
held that the commission did not have 
authority over motor carriers whose op- 
erations were devoted exclusively to the 
transportation of bona fide employees of 
industrial plants to and from places of 
their employment, notwithstanding the 
fact that such carriers were engaged at 
the same time or at other times in the 
transportation of persons by common 
carriage. State ex rel. Utilities Commis- 
sion v. Carolina Coach Co. 73 SE2d 562. 


The Missouri commission, in uphold- 
ing a telephone company’s service rules 
governing foreign exchange service, said 
that the location of the physical facilities 
with which service may be rendered has 
little bearing on the question of discrimi- 
nation in the furnishing of service to per- 
sons not otherwise eligible, and that once 
the rules and regulations are approved, 
they have the force and effect of law and 
are binding upon the company, the pub- 
lic which it serves, and the commission. 
Gates et al. v. Southwestern Bell Teleph. 
Co. Case No. 12,437, March 23, 1953. 
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UNITED STATES SUPREME COURT 


United States of America et al. 
Vv. 


California Public Utilities Commission 
et al. 


Nos. 205, 206 
— US —, 97 L ed —, 73 S Ct 706 
April 6, 1953 


pepo to Supreme Court of California to review action 
of state court in denying review of state Commission asser- 
tion of jurisdiction over certain sales of electric energy; reversed. 


Interstate commerce, § 22 — Power transmission across state line — Ownership 


of lines. 
1. Sales of power by an electric company to the Navy Department and to 
a county in an adjoining state are sales in interstate commerce although 
the power is sold before it crosses the state line and is transmitted across 
the state boundary over lines owned by the purchasers, p. 68. 


Interstate commerce, § 34.1 — Powers of states — Electricity from federally li- 


censed projects. 
The provision in § 20 of the Federal Power Act, 16 USCA § 813, that 
Ww oa power from projects licensed under Part I of the act malees interstate 
commerce, the Federal Power Commission shall have authority to regulate 
rates and service in the absence of state regulation, does not confer juris- 
diction on a state to regulate the interstate transmission of power produced 
at a federally licensed power plant, p. 68. 


Interstate commerce, § 34.1 — Powers of states — Federal limitations in Federal 


Power Act. 
3. The limitations of § 201(a) of the Federal Power Act, 16 USCA § 824 
(a), providing that Federal regulation shall extend only to those matters 
which are not subject to regulation by the states, does not preserve an 
exclusive state regulation of wholesale hydroelectric sales across state borders, 
p- 793. 


Electricity, § 2.1 — Jurisdiction of states — Interstate sales to county. 


4. Sales of electricity by a power company to a county in an adjoining state 
are not excluded from the definition of sales at wholesale subject to regu- 
lation by the Federal Power Commission, and therefore not subject to 
regulation by a state, by reason of the definition in § 201(d) of the Federal 
Power Act, 16 USCA § 824(d), of sales at w hahessle as sales to any per- 
son for resale or by reason of the provision in § 3(4), 16 USCA § 796(4) 
defining the word “person” as meaning an individual or a corporation and 


§ 3(3), 16 USCA § 796(3), excluding municipalities from the definition of 
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a corporation ; the use of these sections in support of an indirect exception to 
Part II of the Federal Power Act has no support in the statutory scheme 
as a whole, p. 75. 


Statutes, § 13 — Interpretation — Legislative history. 


5. Courts follow the legislative direction in interpreting a questioned stat- 
ute where the language and purpose of the statute is clear, and where the 


words are ambiguous the judiciary may properly use the legislative history C 
to reach a conclusion; and that method of determining congressional pur- gi 
pose is likewise applicable when the literal words would bring about an end ra 
completely at variance with the purpose of the statute, p. 75. a 
Electricity, § 2.1 — Powers of states — Sales for resale. re 


6. Sales of electric power by an electric company to the Navy and toa J de 
county in another state are not beyond the jurisdiction of the Federal |] ¢, 
Power Commission, and therefore subject to state regulation, under § 201 H 
(b) of the Federal Power Act, 16 USCA § 824(b), as occurring over local 
distribution facilities and not being for resale, because the contracts did 
not state as much, where the sales were made in one state but the facilities in 
supplied local distribution only after the current was subdivided for in- 
dividual consumers, p. 77. 


Appeal and review, § 19 — Questions not properly presented — Federal and state ” 
jurisdiction — Interstate power sales — Sales for resale. ni 

7. The question of whether interstate sales of electricity are entirely sales el 

for resale subject to the exclusive jurisdiction of the Federal Power Com- |} hy 
mission and therefore not subject to rate regulation by a state, involving P. 

the question of some portion of the electricity being commingled with power S 
eventually directly consumed by the same purchaser-distributor, is not ripe r 

for consideration by the Supreme Court in a case involving state Commis- -% 


sion jurisdiction where there is no record evidence of separate rates, separate 
negotiations, separate contracts, or separate regulation by official bodies— |] ar 
in short that the sales themselves were separate—as it is in these terms that su 
the Federal Power Act would require the court to fix the limits of the |] ¢, 








jurisdictional grant, p. 77. T 
i) pr 
Rates, § 13 — Federal Power Commission jurisdiction — Interstate electric sales ¥) pc 
by licensee. BIN 
Discussion by Supreme Court, in case involving jurisdiction of a state [| ty 
Commission over sales of electricity by a federally licensed power company, | T 

as to the jurisdiction of the Federal Power Commission to regulate rates of | 
an electric company as a public utility under Part II of the Federal Power [| 
Act when the company is a licensee under Part I of the act, p. 68. co 
Electricity, § 2 — Federal Power Commission jurisdiction — Interstate sales at Ci 
wholesale to municipality and Navy. be 
Discussion by Supreme Court, in case involving jurisdiction of state Com- 1s 
mission over rates of federally licensed power company, as to jurisdiction ar 
of Federal Power Commission over the sale of electricity to the United States fF | 4, 
Navy or to a county in another state, p. 68. H 
Interstate commerce, § 34 — Federal and state regulation — Electric rates. st 
Discussion, by the Supreme Court, of the development of the law relating to co 
the division of jurisdiction between the Federal government and the states i 
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U. S. OF AMERICA v. CALIFORNIA P. U. C. 


with respect to regulation of sales of electricity involving interstate com- 


merce, p. 69. 


(Back and Jackson, JJ., concur in separate opinions.) 


APPEARANCES: Solicitor General 
Cummings, of Washington, D. C., ar- 
gued the cause for petitioner in No. 
205; Boris H. Lakusta, of San Fran- 
cisco, California, argued the cause for 
respondents in No. 205; L. E. Blais- 
dell, of Hawthorne, Nevada, argued 
the cause for petitioner in No. 206; 
Henry W. Coil, of Riverside, Califor- 
nia, argued the cause for respondents 
in No. 206. 


Mr. Justice REED delivered the opin- 
ion of the court: Respondent Califor- 
nia Electric Power Company produces 
electricity in California, partially by 
hydroelectric projects licensed under 
Part I of the Federal Power Act, 41 
Stat 1063, as amended by Title II of 
the Public Utility Act of 1935, 49 
Stat 838, 16 USCA §§ 791 (a) et seq., 
and markets the greater portion of it, 
subject to respondent Public Utilities 
Commission’s authority, in that state. 
The jurisdictional dispute which is our 
present concern relates only to certain 
power sales by the company to the 
Navy Department and to Mineral coun- 
ty, Nevada, for consumption there. 
This power, following production, ,is 
transmitted at 55,000 volts to the 
company’s Mill Creek substation in 
California, about 25 miles from the 
There it 
is figuratively taken over by the Navy 
and by the county, and delivered on 


their lines at the same high voltage to 


| Hawthorne, 


Nevada, where it is 
stepped down for local distribution and 
consumption. The Navy’s power is 
used at its ammunition depot, largely 


in official industrial operations; be- 
tween 15 per cent and 29 per cent how- 
ever, is distributed for consumption in 
the private households and enterprises 
of tenants at the Navy’s low-cost hous- 
ing project near-by. These sales are 
metered individually and each pur- 
chaser is billed according to his own 
use. The power purchased by the 
county is all resold to local consum- 
ers, with the exception of minor line 
losses and official use. 

The Navy’s contract for purchase 
of the power was negotiated in 1943, 
and provided for termination on 60- 
day notice; the county’s was entered 
into in 1945 for a stated period of 
three years. In 1947 the Power Com- 
pany applied to the state Commission 
for a general rate increase which, after 
hearings at which the Navy was repre- 
sented, was granted. Thereafter, the 
company terminated its Navy con- 
tract and failed to renew that with the 
county, giving notice of its intention 
to apply the new schedule to these 
sales. Both purchasers demurred, and 
the company reapplied to the state 
Commission for a ruling as to the ap- 
plicability of the general schedule to 
these particular operations. After 
some early state exploratory hearings, 
the Federal Power Commission, on 
February 15, 1950, issued an order to 
the company to show cause as to why 
the rates were not subject to exclu- 
sive Federal jurisdiction. Thus 
joined, the issues were heard by both 
agencies at a joint proceeding on 
March 20 and 21, 1950. Both even- 
tually decided in favor of their own 
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asserted authority." The state Com- 
mission’s supporting opinion was de- 
nied review by the California supreme 
court on January 21, 1952, thus af- 
firming its holding, while that of the 
Federal Power Commission was 
likewise approved by the Federal 
court of appeals for the ninth circuit, 
California Electric Power Co. v. Fed- 
eral Power Commission (1952) 96 
PUR NS 65, 199 F2d 206. Asa 
Federal question concerning the ap- 
plicability of Part II of the act was 
raised, certiorari was granted (1952) 
344 US 810, ante, 31, 97 L ed — 
73 S Ct 37, to bring the record here 
from the state proceedings under 28 
USCA § 1257(3). 


I. 


[1, 2] Federal authority, which we 
think obtains, is asserted under Part 
II of the Federal Power Act. This 
applies “to the transmission of elec- 
tric energy in interstate commerce and 
to the sale of electric energy at whole- 
sale in interstate commerce, ‘ * 
$201 (b), 16 USCA § 824 (b). 


Regulation of the rates of such sales— 
other types of authority in connection 
with such interstate transmission op- 
erations are oun in other sections 
$§ and 206(a), 16 
USCA §§ 824d (a), and 824e (a). 
The preliminary issue as to whether 
the operations in question fall within 
the concept of interstate commerce, on 
which the Federal power initially de- 
pends, can be shortly disposed of, 
for Powell v. United States Car- 
tridge Co. (1950) 339 US 497, 509- 
515, 94 L ed 1017, 1032-1036, 70 
S Ct 755, firmly established that com- 
merce includes the transportation of 
public property, while the irrelevance 
of the fact that this electricity is trans- 
mitted across the state boundary over 
lines owned by the Navy and by the 
county, as purchasers, may be seen 
from Jersey Central Power & Light 
Co. v. Federal Power Commission 
(1943) 319 US 61, 69, 71, 87 L ed 
1258, 1267, 1268, 48 PUR NS 129, 
63 S Ct 953, and Illinois Nat. Gas 
Co. Central Illinois Pub. Service 














1Re California Electric Power Co. (1951) 
50 Cal PUC 749, and Re California Electric 
Power Co. (1951) 89 PUR NS 359, respec- 
tively. 

There was some doubt as to the effect of 
the apparently conflicting orders, reflecting on 
the wisdom of our exercise of the power to 
review. The respondents contend that the 
state order merely permitted, but did not re- 
quire, application of the higher rates to the 
Navy and county sales. The distinction, what- 
ever its abstract attraction, misses the point 
that we are here considering whether or not 
the state agency had jurisdiction at the outset 
to consider these rates at all. That the order 
would have no concrete effect on the prices 
petitioners must pay is irrelevant and unlikely 
as well. 

The Federal Power Commission merely 
ordered the company to cease charging other 
than filed rates and so, while constituting a 
determinative assertion of its jurisdiction, ap- 
parently does not foreclose the submission of 
a new schedule, with usual rate-making pro- 
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cedures before the Federal body. 18 CFR 
§§ 35.3, 35.5, 35.20. 

2Section 205(a): “All rates and charges 
made, demanded, or received by any public 
utility for or in connection with ‘the transmis- 
sion or sale of electric energy subject to the 
jurisdiction of the Commission, and all rules 
and regulations affecting or pertaining to such 
rates or charges shall be just and reasonable, 


3 Section 206(a): “Whenever the Commis- 
sion, after a hearing had upon its own motion 
or upon complaint, shall find that any rate, 
charge, or classification, demanded, observed, 
charged, or collected by any public utility for 
any transmission or sale subject to the juris- 
diction of the Commission, or that any rule, 
regulation, practice, or contract affecting such 
rate, charge, or classification is unjust, un- 
reasonable, unduly discriminatory, or prefer- 
ential, the Commission shall determine the just 
and reasonable rate, charge, classification, rule, 
regulation, practice, or contract to be there- 
after observed and in force, and shall fix the 
same by order.” 





pre 
of 
ing 


are 
sta 
Po 
bes 
er 

US 
ten 
the 


ect 
the 
cot 
ter 


pul 
mat 
of | 
the 
stat 
inte 
ext 
sub 


vei 
stat 
exe 
ene 
line 
bey 


onl 
lan 














U. S. OF AMERICA v. CALIFORNIA P. U. C. 


Co. (1942) 314 US 498, 86 L ed 371, 

2 PUR NS 353, 62 S Ct 384. 

The most serious contentions 
pressed in opposition to application 
of Part II, arise from the self-limit- 
ing statement therein that the act is 
“to extend only to those matters which 
are not subject to regulation by the 
states.”"* So respondents contend that 
Power Commission jurisdiction only 
begins where the local regulatory pow- 
er ends, and point to Part I, § 20, 16 
USCA § 813, as supporting their con- 
tention that the limitation applies to 
the facts of this case. Section 20 pro- 
vides that when power from proj- 
ects licensed under Part I, which 
that energy sold to the Navy and the 
county includes, “shall enter into in- 
terstate or foreign commerce the rates 

and the service by 
any licensee or by 
any person, corporation, or association 
purchasing power from such licensee 
for sale and distribution or use in 
public service shall be reasonable 
tothe customer . . . ; and whenever 
any of the states directly concerned 
has not provided a commission or 
other authority to enforce the require- 


> 


ments of this section within such 
state or such states are un- 
able to agree through their properly 
constituted authorities on the serv- 
ices or onthe rates ... 
jurisdiction is hereby conferred upon 
the Commission to regulate 
so much of the services and of 
the rates therefor as constitute 
interstate or foreign commerce.” 
Both Nevada and California have 
regulatory agencies with certain rate 
powers. And we may assume, though 
the government asserts otherwise, that 
both agencies can enforce reasonable 
rate orders and have not disagreed.® 
Respondents point to this as satisfying 


§ 20, and thus ousting any Part II 
regulation. In short, they contend— 


what at first blush may appear anoma- 
lous—that Federal rate jurisdiction 
under Part II may be prohibited by 
the fact that some portion of the power 
sold originated in hydroelectric proj- 
ects federally licensed under Part I. 
We do not agree. 


Admittedly, § 20 contemplated state 


regulation. And it may well be, 
as indicated by the congressional 
hearings,® that anes quite frankly 





*“Section 201. (a) It is hereby declared 
that the business of transmitting and selling 
electric energy . . is affected with a 
public interest, and the it Federal regulation of 
matters relating to the transmission 
of electric energy in interstate commerce and 
the sale of such energy at wholesale in inter- 
state commerce is necessary in the public 
interest. such Federal regulation, however, to 
extend only to those matters which are not 
subject to regulation by the states.” 

Section 201 (b) states, in apparently similar 
vein, that the act is not to “deprive a state or 
state Commission of its lawful authority now 
exercised over the export ition of hydroelectric 
energy which is transmitted across a state 
line.” The provision certainly does not go 
beyond that of § 201 (a), noted in the opinion 
in limiting Federal authority. This is true, not 
only because of the substantial similarity of the 
language, but also because it appears not to 
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have been drafted with state rate regulation 
in mind. Rather, 79 Cong Rec 10527 indicates 
that the provision was intended to preserve 
the validity of certain state statutes prohibiting 
or regulating the volume of state power ex- 
ported. Compare S 2796, 74th Cong, Ist Sess, 
as introduced, § 201 (b), and idem. as reported 
in the House, Union Calendar No. 451, § 201 
(b). It has been so construed. Re Safe 
Harbor Water Power Corp. (1946) 5 FPC 
221, 235, 66 PUR NS 212, 225. 

5 Section 20’s reference to state agreement 
has never been wholly clear. See footnotes 
13, 16, and 19, infra. Our opinion, Pennsyl- 
vania Water & Power Co. v. Federal Power 
Commission (1952) 343 US 414, 96 L ed 1042, 
94 PUR NS 1, 72 S Ct 843, did not settle 
the issue, and it has been judicially discussed 
only rarely. 

6 Hearings, House Committee on Water 
Power, 65th Cong, 2d Sess 65. 
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chose the local authorities to regulate 
the bulk of interstate sales of electric- 
ity from licensed projects. In fact, a 
contrary view would have been almost 
astonishing as an historical proposi- 
tion, for neither the large interstate op- 
erations of electric utilities that have 
developed during the last thirty years, 
nor the concomitant desirability of 
Federal regulation, could have been 
foreseen in 1920. Long-range trans- 
mission was not then adequately de- 
veloped, nor had the various local utili- 
ties by them undergone the integration 
into large centralized systems which 
later came about.?. So we may assume 
that Congress, as a policy judgment, 
accepted and adapted the substantial 
tradition of local utility regulation to 
power production licensed under the 
Federal act. 

3ut there is no evidence that this 
was done with any firm intent to 
settle with the states a power essen- 
tially national. For whatever views 
of the draftsmen of § 20 as to the ef- 
ficacy of state regulation, the jurisdic- 
tional lines between local and national 
authority were not finally determined 
until this court’s opinion in Rhode 
Island Pub. Utilities Commission v. 
Attleboro Steam & Electric Co. 273 
US 83, 71 L ed 549, PUR1927B 348, 
47 S Ct 294. This decision followed 
the Federal Water Power Act by some 
seven years. In short, that case es- 
tablished what has unquestionably be- 
come a fixed premise of our constitu- 
tional law but what was not at all clear 
in 1920, that the Commerce Clause 


forbade state regulation of some util- 
ity rates. State power was held not to 
extend to an interstate sale “in whole- 
sale quantities, not to consumers, but 
to distributing companies for resale to 
consumers, .” 273 US at p. 
89, PUR1927B at p. 353. Attleboro 
reiterated and accepted the holding of 
Pennsylvania Gas Co. v. Public Serv- 
ice Commission, 252 US 23, 64 L ed 
434, PUR1920E 18, 40 S Ct 279, 
that sales across the state line direct to 
consumers is a local matter within the 
authority of the agency of the import- 
ing state. But it prohibited regula- 
tion of wholesale sales for resale by 
either interested Commission. 

Respondents seek to escape that doc- 
trine, however, by ,»ointing to the fact 
that there was not there involved 
sales of electricity produced at a 
project licensed under Part I. They 
admit that absent § 20 of that Part, 
the later Part II authority would ap- 
ply exclusively and determine the re- 
sult. But, they say, § 20 creates an 
exception, which the language of At- 
tleboro did not reach, for hydroelectric 
energy transmitted across state lines 
under the aegis of co-ordinated state 
regulation. In short, it is alleged that 
§ 20 “conferred jurisdiction” on the 
states. 

We do not agree. 
clared state regulation of interstate 
transmission of power for resale for- 


bidden as a direct burden on commerce. | 


The states may act as to such a subject 
only when Congress has specifically 
granted permission for the exercise of 





7It was, of course, more than _ historical 
accident that caused the simultaneous passage 
of the Holding Company Act and the Water 
Power Act; in fact, their mutual considera- 
tion by the 79th Congress, Ist Sess, see 79 
Cong Rec passim, strikingly indicates Con- 
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gress’ realization that state regulation had 
failed. both because of the giantism of the 
holding company and because of inability to 
reach interstate sales. See Ewin L. Davis, 
Influence of Federal Trade Commission’s In- 
vestigations, 14 Geo Wash L Rev 21 





Attleboro de- | 








ite 
at 
he 


ad 
he 
iS, 
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this state power over articles moving 
interstate which would otherwise be 
immune. Re Rahrer (Wilkerson v. 
Rahrer) (1891) 140 US 545, 560- 
562, 35 L ed 572, 576, 577, 11 S Ct 
865.8 Section 20 cannot bear this in- 
terpretation; it did not establish the 
source of the energy as a significant 
factor determining whether state or 
Federal authority applied. It is quite 
different from those few unique Fed- 
eral statutes this court has heretofore 
considered, “‘subjecting interstate com- 
merce . to present and future state 
prohibitions,” or regulation, Clark Dis- 
tilling Co. v. Western Maryland R. 
Co. (1917) 242 US 311, 326, 61 
L ed 326, 338, 37 S Ct 180, LRA 
1917B 1218, Ann Cas 1917B 845, 
in the exercise of the constitutional 
commerce power. Its language in- 
dicates no consideration or desire to 
alter the limits of state power other- 
wise imposed by the Commerce 
Clause; it merely states that the Fed- 
eral power shall not be invoked un- 
less certain conditions of state inabil- 
ity to regulate obtain.? Section 20 
quite obviously is not based on any 
recognition of the constitutional bar- 
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rier, but rather assumes what Attle- 
boro held did not exist—state author- 
ity to reach interstate sales of energy 
for resale; its sole concern is the ap- 
plication of Federal regulation on the 
possible failure of the states to em- 
power their regulatory agencies or 
their inability to agree. 

Nor can it soundly be said that Con- 
gress in §20 of Part I charged the 
states with responsibility of regulating 
rates of interstate sales of electricity 
through the use of the Federal power 
over government property. United 
States Constitution Art 4, $3, el 2. 
As indicated in our discussion of the 
commerce power, there was in 1920, 
when § 20 was enacted, no full ap- 
preciation of the limits of state pow- 
er over sales of electricity for export 
or import for resale. So the language 
of $20 required reasonable rates to 
consumers of electricity moving inter- 
state and then added the provision that 
when no state Commission was pro- 
vided to enforce reasonable rates. or 
the states interested could not agree, 
the Federal Power Commission could 
act. We do not think such an ar- 





8 See Leisy & Co. v. Hardin (1890) 135 US 
100, 34 L ed 128, 10 S Ct 681; Adams Express 
Co. v. Kentucky (1915) 238 US 190, 59 L ed 
1267, 35 S Ct 824, LRA1916C 273, Ann Cas 
1915D 1167; Rosenberger v. Pacific Express 
Co. (1916) 241 US 48, 60 L ed 880, 36 S @t 
510; Clark Distilling Co. v. Western Maryland 
R. Co. (1917) 242 US 311, 61 L ed 326, 37 
S Ct 180, LRA1917B 1218, Ann Cas 1917B 
845: Whitfield v. Ohio (1936) 297 US 431, 
80 L ed 778, 56 S Ct 532; Kentucky Whip & 
Collar Co. v. Illinois C. R. Co. (1937) 299 
US 334, 350, 81 L ed 270, 276, 57 S Ct 277. 

8Compare the Wilson Act, 26 Stat 313 
(alcoholic beverages), the Webb-Kenyon Act, 
37 Stat 699, 27 USCA § 122 (same); 32 Stat 
193 (oleomargarine); the Reed Amendment 
to the National Appropriation Act of 1917, 39 
Stat 1069 (alcoholic beverages): the Hawes- 
Cooper Act, 45 Stat 1084, 49 USCA § 60; and 
the Ashurst-Sumners Act, 49 USCA § 494, 








18 USCA §§ 1761, 1762 (convict-made goods). 


10 Hearings, Commission on Water Power, 
65 Cong, 2d Sess 62-66, 95-97, is most il- 
luminating in this regard. O. C. Merrill pre- 
sented the views of the Secretaries of Agri- 
culture, Interior, and War. He discussed at 
some length the problem of sales across state 
lines and suggested that the proposed § 20 
solution was desirable. It left regulation to 
the interested states “if they do it; and they 
are doing it now.” Id., at 97. “The intention 
of the draft was this: That in so far as the 
local authorities have the power and exercise 
it, over rates and service the Federal Com- 
mission should leave it alone.” Id., at 62. 
There is no suggestion that § 20 was con- 
ceived as an act of Federal permission ; indeed 
Merrill explicitly states his ignorance as to 
whether any permission was needed: “I do 


not know whether the question has even come 
before the courts as to whether such business 
is or is not interstate commerce, within the 
meaning of the Commerce Clause of the Con- 
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rangement for water power electricity 
as Part I, § 20, provides can be held 
to block the general authority of Part 
II. See note 13, infra. 

The actions of the Congress follow- 
ing the Attleboro decision do not re- 
flect any different interpretation of 
§ 20. We note some interest in the 
application of that section in the light 
of the opinion, but nothing that is de- 
cisive of respondent’s contentions. In 
1929, Senator Couzens introduced an 
amendment to his then pending bill, 
S 6, 71st Cong, 7st Sess, to establish 
Federal regulation of communications. 
The amendment, §§ 47 et seq., would 
have established a Federal rate au- 
thority over all interstate power sales. 
“Power” was defined, $47 (a) (4) 
to include electric energy, “whether 
or not produced by a licensee under 
the Federal Water Power Act.” The 
bill was referred to committee, but 
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In the 
next year, the same committee held 
hearings on S Res 80, concerning a 
purported breakdown in the investi- 
gative powers of the Federal Power 
Commission as it then was constituted. 
The decision of the Commission of 


Congress took no final action.™ 


February 28, 1929, reported FPC 
Ninth Ann Rep 119, was_ intro- 
duced.” This argued that, as a re- 
sult of Attleboro, the Commission had 
exclusive jurisdiction over rates of 
interstate wholesale-for-resale sales of 
licensed hydroelectric power, until dis- 
placed by a § 20 agreement of the in- 
terested states which received congres- 
sional approval as a compact.’* 

The first positive congressional ac- 
tion in the field, of course, was the 
Water Power Act of 1935. The 
sweep of the statute is wholly inconsis- 
tent with any asserted state power as 
fixed by § 20. We have examined 








stitution, so that exclusive jurisdiction would 
be vested in the Feder al government, if it 
wished to exercise it.” Mr. Doremus: “It 
might be a power which Congress could exer- 
cise, or, if it failed to exercise it, could be 
left in the jurisdiction of the state.” Mr. 
Merrill: “It is my judgment that so long as 
it is satisfactorily handled by the several states 
it had better be left with them.” Id., at 97. 

11 See Hearings, Senate Committee on Inter- 
state Commerce, on S 6, 7lst Cong, 2d Sess. 
Section 47 (h) stated that the purpose of the 
amendments was not to “abridge the jurisdic- 
tion or authority of any state to regulate, to 
the same extent as if this act had not been 
passed, the rates and charges for the sale to 
consumers within the state of any power 
transmitted in interstate commerce,” unless a 
“substantial number” of those consumers 
sought Federal regulation. 

12 Hearings, Senate Committee on Interstate 
Commerce on S Res 80, 71st Cong, 2d Sess 
265. 

13“Tn cases of interstate and foreign com- 
merce of the character illustrated in the Penn- 
sylvania Gas Co. Case [direct sales to con- 
sumers], supra, I [the chief counsel of the 
Commission; the Commission approved the 
statement as its own decision February 28, 
1929] am of the opinion that the Federal 
Power Commission has no jurisdiction over 
any matter for the regulation of which the 
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state has already provided a Commission with 
the requisite authority. This appears to be 
the very situation which Congress had in 
mind when it conferred a conditional juris- 
diction upon the Commission. If such a state 
Commission does not exist, the jurisdiction 
of the Federal Power Commission applies in 
full. If the state has a Commission with 
authority over a part only of the matters 
specified in § 20, the jurisdiction of the Federal 
Power Commission extends to the remainder 
of such matters. 

“In cases of interstate and foreign com- 
merce of the character illustrated in the 
Attleboro Case, supra, it seems clear that the 
states individually have no jurisdiction at 
all; that havirrg no individual jurisdiction they 
cannot acquire it ,ointly by agreements be- 
tween themselves, except by specific authoriza- 
tion of Congress in the matter hereinafter 
discussed; and that, in absence of such au- 
thorization, the only agency with authority 
to regulate. in cases of this kind, the specific 
matters set forth in § 20 is the Federal Power 
Commission.” FPC Ninth Ann Rep 123, 124. 


The report went on to state that § 20 could | 
statute. } 
interpretation of 


not be interpreted as a “permissive” 
d., 127-129. The “compact” i 

§ 20 was adopted in Safe Harbor Water Power 

Corp. 

1941) 44 PUR NS 330, 124 F2d 800. 
See footnote 16, infra. 
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the legislative history; its purport is 
quite clear. Part II was intended to 
“fill the gap’—the phrase is repeated 
many times in the hearings, congres- 
sional debates and contemporary lit- 
erature—left by Attleboro in utility 
regulation. Congress interpreted that 
case as prohibiting state control of 
wholesale rates in interstate commerce 
for resale, and so armed the Federal 
Power Commission with precisely that 
power."* There is nothing to indicate 
that Congress’ conception of the states’ 
disability in 1935, or of the power it 
gave the Commission by Part II, did 
not include Part I electricity. In fact, 
the unqualified statements concerning 
Part II favor the opposite construction, 
for we find the act explained time and 
again as empowering the agency with 
rate authority over interstate whole- 
sale sales for resale; not once is this 
authority spoken of as one conditioned 
on the electricity concerned having 


been produced by steam generators or 
at nonlicensed dams.” 

[3] This would largely determine 
our interpretation of the ambiguous 
reference to “matters subject 
to regulations by the states,” § 201 
(a), if nothing more were available 
to work with. However, there is other 
proof that Congress did not have in 
mind § 20-type state regulation. The 
limiting clause is spoken of only as 
protecting state regulation of local af- 
fairs, including rates of intrastate and 
interstate-for-consumption sales: “Fa- 
cilities for local distribution and for 
the production and transmission of 
energy solely for one’s own use and 
not for resale are excluded.” Hear- 
ings, House Committee on Interstate 
and Foreign Commerce, on HR 5423, 
74th Cong, 1st Sess 385."* The phrase 
is not once mentioned as the distinct 
affirmation of state power over inter- 
state sales-for-resale under §$ 20 that 





14The conception of the Federal Commis- 
sion’s new function was perhaps more revo- 
lutionary than could be gathered by merely 
comparing the new act with §20. For it 
appears that despite the latter provision for 
limited rate regulation, in fact substantially 
nothing in that direction had been attempted, 
at least by 1930. Hearings, Senate Commit- 
tee on Interstate Commerce on S Res 80, 71st 
Cong, 2d Sess 79, 262. The Commission had 
only three accountants, all of whom were con- 
cerned with evaluation of proposed licensed 
hydroelectric projects. Id., 38. 

In fact, Colonel Tyler, Chief Enginéer, 
Federal Power Commission, expressly alluded 
to the fact that, for Federal authority to be 
effective, it would have to reach all inter- 
state electricity, and not just that which is 
produced at licensed dams. Id., at 195. Here. 


“of course, respondents theorize that a small 


admixture of hydroelectric power will defeat 
Federal jurisdiction. 

15In fact, the House Report on the bill 
commenting on § 305 of the act, stated that 
specific reference to officials of licensees had 
been deleted because “such licensees when 
interstate operating public utility companies 
will be subject to the provisions of the section 


in any event.” HR Rep No 1318, 74th Cong, 
Ist Sess 31 

For general discussion of the scope of Part 
II see Hearings, Senate Committee on Inter- 
state Commerce on S 1725, 74th Cong, Ist 
Sess 250, 251; HR Rep No 1318, 74th Cong, 
Ist Sess 26, 27; Hearings, House Committee 
on Interstate and Foreign Commerce, 74th 
Cong, Ist Sess, on HR 5423, pp 436, 521-530, 
549, 1639, 1677-1680, 2143, 2169; HR Rep No 
1903, 74th Cong, Ist Sess 74; 79 Cong Rec 
8431, 8442, 8444, 10377, 10378. 

16“[T]his language [the §201 (a) pro- 
viso clause] is not pertinent in the instant 
controversy for it is designed to be applicable 
only to electric energy transmitted and sold 
in intrastate commerce. The control of rates 
referred to in the section is controlled by a 
single state and the language has no relation 
to possible joint control by two or more states 
under the compact clause of the Constitution.” 
Safe Harbor Water Power Corp. v. Federal 
Power Commission (CA3d 1949) 84 PUR NS 
344, 353, 179 F2d 179. See also Hartford 
Electric Light Co. v. Federal Power Commis- 
sion (CA2d 1942) 46 PUR NS 198, 131 F2d 
953; Jersey Central Power & Light Co. v. 
Federal Power Commission (CA3d 1942) 45 
PUR NS 110, 129 F2d 183. 
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respondents apparently would recog- 
nize it to be. There are indeed 
further reasons for rejecting respond- 
ents’ construction of §201(a). The 
nature of the generating facilities, in 
the first place, has no functional sig- 
nificance for rate regulation; the same 
considerations that lead Congress to 
enact Federal authority over inter- 
state electricity in general would have 
been similarly applicable to power gen- 
erated at licensed projects. Secondly, 
contemporary literature was frankly 
divided over whether any power over 
interstate sales for resale remained 
with the states after Attleboro.” We 
cannot assume that Congress enacted 
Part IT with the purpose of permitting 
the states to regulate hydroelectric 
energy through $20. This is especial- 
ly so in view of the dearth of legislative 
discussion of the matter.”® 

So we conclude that the limitations 
of § 201(a) on Federal regulation can- 
not, and were not intended to, pre- 
serve an exclusive state regulation of 
wholesale hydroelectric sales across 
Even if we conceived 
of the matter as one peculiarly limited 
201 (a), 
our “lelxceptions to 
the grant of jurisdiction in 
[this] section are to be strictly con- 
strued,” Interstate Nat. Co. v. 


state borders. 


to the statutory wording of § 
statement that 
primary 


Gas 


Control of Power Seteeniiaien. 14 
Proc of Acad of Pol Sci 135, followed by 
Note, 32 Col L Rev 1171, admit the force of 
Attleboro, but cite § 20 as a permissive regula- 
tion statute. On the other hand, Arneson, 
Federal Regulation of Electric Utilities, 66 
US L Rev 133, and Updegraf, Extension of 
Federal Regulation of Public Utilities, 13 Iowa 
L Rev 369, hold that the states’ power to regu- 
late rates of sales for resale in interstate com- 
merce was completely wiped out. 

18 Actually, an exception to Federal Com- 
mission authority for power generated at li- 
censed hydroelectric projects would have had 
little real significance in 1935, in terms of 
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17 Scott, 
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Federal Power Commission (1947) 
331 US 682, 690, 691, 91 L ed 1742, 
1748, 1749, 69 PUR NS 1, 7, 67 S 
Ct 1482, would be as applicable here 
as to $1(b) of the Natural Gas Acct, 
15 USCA §717(b). “Production” 
and “distribution” are elsewhere spe- 
cifically excluded from Commission ju- 
risdiction, § 201(b) ; the phrase relied 
on in § 201(a) was originally drafted 
as a declaration of “policy,” and the 
rewording which gave it its present 
more succinct form was unaccom- 


panied by any “mention [of] this 
change as one of substance.” Jersey 


Central Power & Light Co. v. Federal 
Power Commission (1943) 319 US 
61, 76, 87 L ed 1258, 1271, 48 PUR 
NS 129, 63 S Ct 953, referring to HR 
Rep No 1318, 74th Cong (ist Sess, p 
26). “It cannot nullify a clear and 
specific grant of jurisdiction, even if 
the particular grant seems inconsistent 
with the broadly expressed purpose.” 
Connecticut Light & P. Co. Fed- 
eral Power Commission (1945) 324 
US 515, 527, 89 L ed 1150, 1159, 58 
PUR NS 1, 9, 65 S Ct 749. To con- 
ceive of it now as a bench mark of the 
Commission’s power, or an affirmation 
of state authority over any interstate 
sales for resale, would be to speculate 





about a congressional purpose for 
which there is no support. 

limiting resort to that authority. Forty per 
cent of the nation’s electric energy was pro- 
duced at hydroelectric projects. KPC Electric 
Power Statistics, 1920-1940, pp. VIII, IX. 


3ut only 12.3 per cent of the total production 
came from licensed sources, which had merely 
7.8 per cent of the total national capacity. 
(Letter from Leon Fuquay, Secretary, Federal 
Power Commission, to Edward G. Hudon, 
Assistant Librarian, United States 
Court, March 16, 1953.) It would have been 
curious for Congress to have approved a very 
special type of regulatory scheme for such a 
minimal fraction of the country’s total power. 
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Part II is a direct result of Attle- 
boro. They are to be read together. 
The latter left no power in the states 
to regulate licensees’ sales for resale 
in interstate commerce, while the 
former established Federal jurisdiction 
over such sales. Discussion of the 
constitutional problem as reflected in 
that statute and the Natural Gas Act 
in recent cases support this conclusion. 
Especially in the litigation arising un- 
der the Gas Act has this court ex- 
pressed the view that the limitations 
established on Commission jurisdic- 
tion therein were designed to co- 
ordinate precisely with those consti- 
tutionally imposed on the states. Fed- 
eral Power Commission v. Hope Nat. 


Gas Co. (1944) 320 US 591, 609, 
610, 88 L ed 333, 348, 349, 51 PUR 
NS 193, 64 S Ct 281; Panhandle 


Eastern Pipe Line Co. v. Indiana Pub. 
Service Commission (1947) 332 US 
507, 514, 515, 92 L ed 128, 136, 137, 
71 PUR NS 97, 68 S Ct 190; Inter- 
state Nat. Gas Co. v. Federal Power 
Commission (1947) 331 US 682, 690, 
691, 91 L ed 1742, 1748, 1749, 69 
PUR NS 1, 7, 67 S Ct 1482; Illinois 
Nat. Gas Co. v. Central Illinois Pub. 
Service Co. (1942) 314 US 498, 506, 
86 L ed 371, 376, 42 PUR NS 33, 
62 S Ct 384.” 


CALIFORNIA P. U. C. 


II. 


[4, 5] We turn next to a defini- 
tional problem raised by respondents, 
relating to the sales to Mineral county. 
In short, it is this: Section 201 ex- 
tends Commission jurisdiction to “sale 
of electric energy at wholesale in inter- 
state commerce.” Subsection (d) of 
that section states: 

“The term ‘sale of electric energy at 
wholesale’ when used in this Part 
means a sale of electric energy to any 
person for resale.” 


And § 3(4), 16 USCA § 796(4)” 
equates “person” with “individual or 


a corporation,” 3(3)”* ex- 
cludes municipalities defined in $3 
(7)* from the scope of the latter 
term. So respondents argue that the 
sales to Mineral county are neatly and 
decisively excluded from Part IT rate 
regulation. 

The use of these sections in sup- 
port of an indirect exception to Part 
II has no support in the statutory 
scheme as a whole. Sections 306 and 
313(a), 16 USCA §§ 825e and 825/ 
(a), in fact, look quite the other way. 
They provide for complaints and pe- 
titions for rehearing by municipalities. 
And §3(7) contemplates municipal- 
ities as users and distributors of pow- 
er. To accept respondents’ conten- 


while § 





19Re Safe Harbor Water Power Corp. 
(1946) 5 FPC 221, 239-243, 66 PUR NS 212. 
See also 18 CFR §§ 35.3, 35.20. 

In view of our holding that § 20 does not, 
of itself, confer jurisdiction on the state Com- 
mission or Commissions in this case, we need 


“not discuss the much-briefed contention that 


its conditions have been met. See, however, 
Safe Harbor Water Power Corp. v. Federal 
Power Commission (CCA3d 1941) 44 PUR 
NS 330, 124 F2d 800; (CA3d 1949) 84 
PUR NS 344, 179 F2d 179; Pennsylvania 
Water & Power Co. v. Federal Power Com- 
mission (1952) 343 US 414, 96 L ed 1042, 
94 PUR NS 1, 72 S Ct 843, and notes 13 
and 16, supra. 
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20“ ‘Person’ mez ans an individual or a cor- 
poration.” Section 3 (4) 

21“ ‘Corporation’ means any 
joint-stock company, partnership, association, 
business trust, organized group of persons, 
whether incorporated or not, or a receiver or 
receivers, trustee or trustees of any of the 
foregoing. It shall not include ‘municipalities’ 
as hereinafter defined.” Section 3 (3). 

2“ ‘\Municipality’ means a city, county, ir- 
rigation district, drainage district, or other 
political subdivision or agency of a state 
competent under the laws thereof to carry on 
the business of developing, transmitting, a 
ing, or distributing power.” Section 3 (7) 


corporation, 
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tion as to Mineral county would 
thwart the premise of these provisions : 
that such political subdivisions of the 
states can be aggrieved by the failure 
of a public utility selling power to them 
to satisfy the requirements of Part 
II. 

Nor do we find any evidence of 
conscious co-ordination of §§ 3(3), 
(4) and 201(d) from the legislative 
True, they were simultane- 
ously enacted, and, in fact, the inter- 
polation of the word ee into 
§ 201(d) occurred after the §§ 3(3) 
and 3(4) definitions were in existence 
in S 2796, 74th Cong, Ist Sess, as 
passed by the Senate and reported to 
the House, June 13, 1935. But this 
alteration came at the insistence of the 
House. The Senate had provided for 
jurisdiction over sales occurring be- 
fore or after interstate transmission, 
id., § 201(f), and the House amend- 


history. 


ment, from which §201(d) in its 
present form stemmed, covered sales 
during the transmission across state 
lines for the first time. So the House 
Report is, we think, significant in its 
redefinition of the section: “A ‘whole- 
sale’ transaction is defined to mean 
the sale of electric energy for resale.” 
HR Rep No 1318, 74th Cong, Ist 
Sess, p 8. We conclude, therefore, that 
the Congress attached no significance 
of substance to the addition of the 
word “person,” and in fact did not 
intend it as a limitation on Commis- 
sion jurisdiction. Indeed quite the 
contrary was sought by the House 
amendment of § 201(d).* 

A third factor, in addition to the 
statutory scheme and legislative his- 
tory of § 201(d), is the rejection of 
supentonte’ contention by the Com- 
mission and courts. Three circuits 
have just recently done so,™ and the 





23 There is evidence, on the other hand, that 
the exclusion of producing municipalities from 
Commission jurisdiction was intended. For 
instance, Devane, solicitor of the Federal 
Power Commission at the time, testified as 
follows before the Senate Committee: 

“Mr. Devane: [The act] does not apply 
to a publicly owned power plant. 

“Senator Hastings: Why was it drawn that 
way? 

“Mr. Devane: We did not feel that it was 
within our province to prepare a bill that 
would undertake to regulate municipal, state, 
or government utilities.” Hearings, Senate 
Committee on Interstate and Foreign Com- 
merce on § 1725, 74th Cong, Ist Sess 256. 

And before the House Committee, Commis- 
sioner Seavey recorded a similar interpreta- 
tion: 

“Mr. Pettingill: Mr. Commissioner, you 
just said a moment ago that as you construed 
the bill, a private power line could not be re- 
quired to carry electric energy generated by 
the Tennessee Valley Authority or a municipal 


plant owned by a city, or a state; is that 
correct? . . 
“Commissioner Seavey: Yes; that is my 


understanding of the bill. 

“Mr. Pettingill: Because, as you said, the 
word ‘person’ does not include a municipality 
or a governmental body? 
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“Commissioner Seavey: I think that munic- 
ipalities are particularly excluded, and it is 
my belief that any other Federal agency, any 
other governmental a; gency, would be excluded 
under the terms of the bill. 

“Mr. Pettingill: Now then, suppose that 
a municipality acquires by purchase, all of the 
common stock of a corporation, privately or- 
ganized, so that the municipality is actually the 
owner of the power plant, although it was or- 
ganized privately, as a private corporation. 
After that was done, could the private power 
plant competing in the same locality be re- 
quired to carry the electric energy generated 
by the plant owned by the municipality, or 
state, or the nation? 

“Commissioner Seavey: If it was controlled 
by the municipality and was subject wholly 
to municipal operations, I would say no, there 
it not be. [sic]” Hearings before House Com- 
mittee on Interstate and Foreign Commerce, 
on HR 5423, 74th Cong, ist Sess 397-398. 

See § 201 (f). 

24 California Electric Power Co. y. Federal 
Power Commission (CA9th 1952) 96 PUR 
NS 65, 199 F2d 206; Wisconsin v. Federal 
Power Commission (1952) — App DC -, 
97 PUR NS 489, 201 F2d 183, and Wisconsin- 
Michigan Power Co. v. Federal Power Com- 
mission (CA7th 1952) 94 PUR NS 515, 197 
F2d 472. 
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Federal Power Commission’s long as- 
sertion that it has authority over rates 
of sales to municipalities has probably 
risen to the dignity of an agency “pol- 
icy.”** We have often stated our 
sympathy with established administra- 
tive interpretations such as this. Cf. 
United States v. American Trucking 
Associations (1940) 310 US 534, 
549, 84 L ed 1345, 1354, 35 PUR NS 
486, 60 S Ct 1059. 

Where the language and purpose of 
the questioned statute is clear, courts, 
of course, follow the legislative direc- 
tion in interpretation. Where the 
words are ambiguous, the judiciary 
may properly use the legislative his- 
tory to reach a conclusion. And that 
method of determining congressional 
purpose is likewise applicable when the 
literal words would bring about an 
end completely at variance with the 
purpose of the statute. Texas & P. R. 
Co. v. Abilene Cotton Oil Co. (1907) 
204 US 426, 51 L ed 553, 27 S Ct 
350, 9 Ann Cas 1075; Feres v. United 
States (1950) 340 US 135, 95 L ed 
152, 71 S Ct 153; International Long- 


shoremen’s & Warehousemen’s Union 
v. Juneau Spruce Corp. (1952) 342 
US 237, 243, 96 L ed 275, 280, 72 
S Ct 235; Johansen v. United States 
(1952) 343 US 427, 432, 96 L ed 
1051, 1056, 72 S Ct 849. So here, 
since it is our judgment that neither 
the legislative aim nor the realities of 
co-ordinated rate regulation compel it, 
we reject respondents’ plea that the 
Federal Power Commission can exer- 
cise no authority over sales to Mineral 
county, and, for similar reasons, the 
company’s contention in No. 205 that 
the sales to the Navy are not sales to 
a “person.” 


III. 


[6, 7] The claim that the sales here 
occurred over “local distribution” fa- 
cilities, § 201(b), and were not “for 
resale’ because the contracts did not 
state as much, are insubstantial. The 
sales were made in California but the 
facilities supplied “local distribution” 
only after the current was subdivided 
for individual consumers.” But a final 
question—whether the Federal Power 





25 Re Kansas Gas & E. Co. (1938) 1 FPC 
536, 26 PUR NS 259; Re Otter Tail Power 
Co. 2 FPC 134, 33 PUR NS 257; Los An- 
geles v. Nevada-California Electric Corp. 
(1940) 2 FPC 104, 32 PUR NS 193; Re 
Connecticut Light & P. Co. (1942) 3 FPC 
132, 44 PUR NS 170; Baum, The Federal 
Power Commission, 61, 62. See the criticism 
of the § 201 (a) phrase as meaninglessly am- 
biguous, Re Hartford Electric Light Co 
(1941) 2 FPC 359, 37 PUR NS 193, and &: 
Northwestern Electric Co. (1940) 2 FPC 
327, 36 PUR NS 202. 

The company has cited a brief by the Com- 
mission in another case with some force, as 
indicating that heretofore it has claimed that 
the United States is excluded from the act 
by virtue of not being a “person.” Respond- 
ent’s brief, United States ex rel. Chapman v. 
Federal Power Commission (CA4th 1951) 91 
PUR NS 366, 191 F2d 796. We note, though, 
that the contention there was made in regard 
to the application of §313 (a), that “no 
proceeding to review any order of the Com- 


mission shall be brought by any person unless 
such person” has applied to the Commission 
for a rehearing. The court, however, chose 
to ignore the point, and rather held that the 
Secretary of Interior could not petition for 
review in that case since he was not a “party 
aggrieved,” §313 (b). 91 PUR NS at p. 
368, 191 F2d at pp. 799, 800. On certiorari 
here, the Commission failed to press the 
“person” argument again, relying solely on the 
argument that petitioner, as a representative 
of Federal interests was not “aggrieved” by 
the Commission’s order in support of its con- 
tention of lack of standing. BR FPC Nos. 28 
and 29, 1952 Term, pp. 95-128. We did not 
consider the matter in our opinion. United 
States ex rel. Chapman v. Federal Power Com- 
mission, 345 US —, 97 L ed —, 97 PUR NS 
129, 73 S Ct 609. 

26 See East Ohio Gas Co. v. Tax Commis- 
sion (1931) 283 US 465, 75 L ed 1171, 51 
S Ct 499; Federal Power Commission v. 


East Ohio Gas Co. (1950) 338 US 464, 469, 
94 L ed 268, 275, 82 PUR NS 1, 70 S Ct 266. 
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Commission may exercise rate author- 
ity over the entire amount of power 
sold or merely that which is resold by 
the Navy and the county—requires 
rather more extended discussion. 
Certainly the concrete fact of re- 
sale of some portion of the electricity 
transmitted from a state to a point 
outside thereof invokes Federal juris- 
diction at the outset, despite the fact 
that the power thus used traveled along 
its interstate route “commingled” with 
other power sold by the same seller 
and eventually directly consumed by 
the same purchaser-distributor. But 
the government argues from this that 
all the power exchanged between the 
same parties over the same facilities is 
subject to Commission order, irrespec- 
tive of whether resold or not. For this 
proposition it relies on an alleged sim- 
ilarity between the problem as thus 
stated and that decided in Pennsyl- 
vania Water & Power Co. v. Federal 
Power Commission (1952) 343 US 
414, 419, 96 L ed 1042, 1047,94 PUR 
NS 1, 72 S Ct 843.” We held there 
that the Federal rate authority must 
apply to all electricity sold, despite the 
fact that it was made up of power 
transmitted across state lines as well 
as that produced locally. The impos- 
sibility of separating interstate from 
intrastate electricity consumed by each 
purchaser is patent. In such a case, 
Federal rate jurisdiction must attach 
to each distributor’s negotiated agree- 
ment with the seller irrespective of 
occasional and unpredictable use of 
nonjurisdictional intrastate power. 
There, however, the problem was 
whether the sales of electricity were 





27See California Electric Power Co. v. 
Federal Power Commission (CA9th 1952) 96 
PUR NS 65, 199 F2d 206, 209. 
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in “interstate commerce.” 


Here, it is 
a different one whether the entire sale 


is a “sale for resale.” For purposes 
of this case, we need not decide the 
question of whether a somewhat sim- 
ilar “commingling” —of power resold 
with that consumed directly by the 
purchaser—requires entire Federal 
jurisdiction. For, even assuming 
arguendo respondents’ proposition that 
it may be proportionally limited, we 
hold that the record before us in this 
case does not present a set of facts or 
findings justifying that result. By 
the statute, Commission jurisdiction 
extends to for resale,” “but 
not to any other sale.” Section 201 
(b). The problem, then, in applying 
respondents’ suggested interpretation, 
is to decide just what power transac- 
tion falls within this category of “sale 
for resale’’—whether one involving the 
entire volume of electricity transmitted 
to the Navy or merely that which the 
buyer resells to others; the determi- 
nant is the delineation of “sale for re- 
sale.” See Panhandle Eastern Pipe 
Line Co. v. Indiana Pub. Service 
Commission (1947) 332 US 507, 516, 
517, 92 L ed 128, 137, 138, 71 PUR 
NS 97, 68 S Ct 190. Assuming re- 
spondents’ theory, this would turn, of 
course, on whether an essentially sep- 
arate transaction covering the power 
directly consumed by the purchaser is 
identifiable. The present record will 
not permit such a finding. It may be 
that as an engineering proposition, ac- 
curate measurement of the volume re- 
sold and the volume directly con- 
sumed by the two parties is possible 
for each billing period. But there is 
no record evidence of separate rates, 
separate negotiations, separate con- 
tracts, or separate rate regulation by 


“sales 
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official bodies, in short that the “‘sales” 
themselves were separate, and it is in 
these terms that the act would require 
us to fix the limits of the jurisdictional 
grant. The attention of the Com- 
mission was not directed towards this 
matter. The question will not be ripe 
for our consideration until the Cal- 
ifornia Commission has had an oppor- 
tunity to perfect the record and to con- 
sider the problem. 
Reversed. 


Mr. Justice BLack, concurring: 
The question involved in both these 
cases is whether the Federal Power 
Commission or the Public Utilities 
Commission of California has power to 
regulate certain sales of electricity. 
The California supreme court here sus- 
tained an order of the state Commis- 
sion regulating the sales. The court 
of appeals has sustained an order of 
the Federal Commission. California 
Electric Power Co. v. Federal Power 
Commission (CA9th 1952) 96 PUR 
NS 65, 199 F2d 206. I agree with 
the ninth circuit for the reasons it gave 
and consequently concur here in re- 
versal of the supreme court of Cal- 
ifornia’s contrary holding. 


Mr. Justice FRANKFURTER: The 
light shed by Mr. Justice Jackson on 
the underpinning of the court’s opinion 
makes me unwilling to share regpon- 
sibility for a decision resting on such 
underpinning. It is one thing to con- 
strue a section of a comprehensive stat- 
ute in the context of its general scheme, 
as that scheme is indicated by its terms 


and by the gloss of those authorized to 
speak for Congress, either through 
reports or statements on the floor. It 
is a very different thing to extrapolate 
meaning from surmises and specula- 
tion and free-wheeling utterances, es- 
pecially to do so in disregard of the 
terms in which Congress has chosen 
to express its purpose. 


Were I confined to the mere text 
of the legislation we have to construe, 
with such authoritative elucidation as 
obviously relevant legislative materials 
furnish, I would be compelled to find 
the considerations for fusing, as the 
court does, the amended Federal 
Water Power Act of 1920, 41 Stat 
1063, with Part II of the Federal 
Power Act of 1935, 49 Stat 838, 847, 
16 USCA §§ 791 et seq., too tenuous. 
In saying this I am wholly mindful 
of the significance of the decision in 
Rhode Island Pub. Utilities Commis- 
sion v. Attleboro Steam & Electric Co. 
273 US 83, 71 L ed 549, PUR1927B 
348, 47 S Ct 294. Preoccupation 
with other matters pending before 
the court precludes an independent 
pursuit by me of all the tributaries in 
search of legislative purpose that the 
court has followed. I am therefore 
constrained to leave the decision of 
this case to those who have no doubts 
about the matter. 


Mr. Justice JACKSON, concurring: 
I should concur in this result more 
readily if the court could reach it by 
analysis of the statute instead of by 
psychoanalysis of Congress. When we 





28 The ninth circuit, in California Electric 
Power Co. v. Federal Power Commission No. 
495, now pending before us on a petition for 
certiorari, 199 F2d 206, supra, with the more 
complete record before it from the Power 
Commission, held that Penn Water controlled. 
We do not decide the question but rather note 


that the Commission’s own view of the matter 
may still be in the formative stage. See Colo- 
rado Interstate Gas Co. vy. Federal Power 
Commission (CA3d 1950) 87 PURNS 343, 
185 F2d 357; Hastings v. Kansas-Nebraska 
Nat. Gas Co. FPC Opinion No. 244, Febru- 
ary 5. 1953, 98 PUR NS 1. 
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decide from legislative history, includ- 
ing statements of witnesses at hear- 
ings, what Congress probably had in 
mind, we must put ourselves in the 
place of a majority of Congressmen 
and act according to the impression 
we think this history should have 
made on them. Never having been 
a Congressman, I am handicapped in 
that weird endeavor. That process 
seems to me not interpretation of a 
statute but creation of a statute. 

I will forego repeating what I have 
said about this practice in Schweg- 
mann Bros. v. Calvert Distillers Corp. 
(1951) 341 US 384, 395, 95 L ed 
1035, 1048, 71 S Ct 745, 19 ALR2d 
1119. But I do point out that this 
case is a dramatic demonstration of 
the evil of it. Neither counsel who 
argued the case for the state Com- 
mission nor the supreme court of Cal- 
ifornia had access to the material used 
by the court today. Counsel for the 
Public Utilities Commission of that 
state stated at the bar, and confirmed 
by letter, that he had tried without 
success over a period of four months 
to obtain the legislative history of § 20 
of Part I of the Federal Power Act, 
16 USCA § 813. He obtained it only 
four days before argument, in Wash- 
ington at the library of this court. 
He stated that the city and county 
library of San Francisco, the library 
of the University of California, and 
the library of the largest law office in 
San Francisco were unable to supply 
it. The city and county library tried 
to obtain the material by interlibrary 
loan from the Library of Congress, but 
the request was refused. Counsel then 
attempted to obtain the material from 
the Harvard Law School Library, but 
it advised that “our rules do not permit 
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this kind of material to be sent out 
on loan.” 


The practice of the Federal govern- 
ment relying on inaccessible law has 
heretofore been condemned. Some of 
us remember vividly the argument in 
Panama Refining Co. v. Ryan (1935) 
293 US 388, 79 L ed 446, 55 S Ct 
241, in which the government was 
obliged to admit that the Executive 
Orders upon which it had proceeded 
below had been repealed by another 
Executive Order deposited with the 
State Department. No _ regularized 
system for their publication had been 
established. Copies could be obtained 
at nominal cost by writing to the De- 
partment. Having discovered the er- 
ror, the government brought it to the 
attention of the court. At the argu- 
ment, however, the court, led by Mr. 
Justice Brandeis, subjected govern- 
ment counsel to a raking fire of crit- 
icism because of the failure of the 
government to make Executive Or- 
ders available in official form. The 
court refused to pass on some aspects 
of the case, and the result was the es- 
tablishment of a Federal Register.? 


Today’s decision marks a regression 
from this modern tendency. It pulls 
Federal law, not only out of the dark 
where it has been hidden, but into a fog 
in which little can be seen if found. 
Legislative history here as usual is 
more vague than the statute we are 
called upon to interpret. 


If this were an action to enforce 
a civil liability or to punish for a crime, 
I should protest this decision stren- 
uously. However, the decision seems 
to have operation in the future only. 





1 This history is set out in more detail in 
Jackson, Struggle for Judicial Supremacy pp. 
89-91. 
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If Congress does not like our legisla- imously approved by the members of 
tion, it can repeal it—as it has done a_ the court who have had legislative 
number of times in the past. I there- experience. 

fore concur in the interpretation unan- 





CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Ernest Nyquist, Doing Business As 
East Street Bus Line of New Britain 


Docket No. 8739 
January 5, 1953 


PPLICATION for authority to substitute a straight cash 
A transit fare for a token fare and to increase school tickets; 
granted in part. 


Rates, § 519 — Transit — Substitution of straight cash fare for tokens. 
1. A transit company was authorized to substitute a straight 10-cent cash 
fare for a 3-token-for-25-cent or 10-cent cash fare since the company’s 
major source of revenue came from industrial rush hour service and 75 per 
cent of the patrons used the token system, p. 83. 

Rates, § 507 — Transit company — School fares. 
2. Authority to increase transit school fares was denied since pupils do not 
have the alternatives in modes of travel available to adult passengers, their 
transportation needs are relatively constant and static, and, if such increase 
were approved, the resulting increase in revenue would be relatively small, 


p. 83. 


Rates, § 504 — Effect on patrons — Transit company. 

Discussion of effect of increased transit fares on patrons and the problems 

of the Commission in authorizing such fares, p. 83. 

. ® 
By the Commission: By an appli- token or three tokens for 25 cents or 

cation filed on September 22, 1952, 10 cents cash to a straight 10-cent 
Ernest Nyquist, doing business as cash fare and his school ticket rate 
East Street Bus Line of New Britain, from twenty tickets for one dollar to 
Connecticut, hereinafter referred to as__ sixteen tickets for one dollar. 
the company, a motor common carrier The matter was assigned for a pub- 
of passengers doing business in the lic hearing to be held at the office of 
city of New Britain, state of Connecti- the Commission in Hartford on No- 
cut, seeks authority to increase his vember 18, 1952. Notice of the pend- 
present rates of fare from 84-cent ency of the application and of the 
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public hearing thereon was given to 
the company, to the city of New Brit- 
ain, to interested carriers of passen- 
gers for hire, and to such other persons 
as the Commission deemed necessary, 
as more fully appears from the Com- 
mission’s order of notice and the re- 
turn of its secretary thereon, on file. 
At the hearing the company appeared 
by counsel. Patrick C. Nolan, alder- 
man of the 7th ward of New Britain 
appeared in opposition. 

The East Street Bus Line operates 
a comparatively short route originat- 
ing at the business center of New Brit- 
ain and proceeding over East Main 
street, passing several factories, and 
then continues on Kast street, 
which is a residential area in New 
Britain. The patrons of the company 
are, for the most part, employees in 
the factories who avail themselves of 
the applicant's transportation facilities 
for travel to and from work. There 
the so-called 


into 


is little traffic between 
rusi: hours. 

The company employs two regular 
and six or seven spare drivers and dur- 
ing the morning rush hour three bus- 
ses are used. From noon through the 
ion rush hour two busses 
are employed in the service. At other 
times the route is operated with one 
bus. Thus, the total number of busses 
operating at any one time on this route 
is three. A strike of employees dur- 
ing the period May 23 to August 5, 
1951, resulted in a reduction of ex- 
penses in that period through the elim- 
ination in off-peak hour schedule 
and the consequent saving in drivers’ 
wages. The owner-applicant has the 
position of superintendent of transpor- 
tation and also is the sole mechanic 
employed by the company. For these 


late aftern: 
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services he is credited with a salary of 
$100 a week in the books of account. 
His wife carries on the office duties of 
the company and her remuneration 
therefor is listed at $20 per week. In 
regard to these latter items, it might 
be well at this point to note that be- 
cause of the poor financial condition of 
the company the salaries charged 
against the company in favor of these 
two persons have been in the nature 
of credits and they have not actually 
received full payment for their serv- 
ices. As of the end of 1951 the com- 
pany owed Mr. Nyquist for services 
rendered by him $1,005. For the first 
ten months of 1952 the business owed 
him for unpaid salary $2,664. 

The company has four busses in 
service and one Ford passenger car 
that is used in the company’s business. 
Two of the busses were fully depre- 
ciated prior to 1952. The company’s 
revenues declined from $39,582 in 
1950 to $29,657 in 1951. The com- 
pany’s expenses, including taxes and 
depreciation, totaled $41,537 in 1950 
or a loss of $1,954. In 1951, total ex- 
penses were $31,522 or a loss of $1,- 
865. Applicant’s fares were increased 
from 7 cents cash to the present basis 
of 84 cents token or 10 cents cash ef- 
fective June 4, 1950, in accordance 
with the order of the Commission in 
its Docket 8342, Finding issued May 
26, 1950. In 1952, by estimating the 
revenue and expenses for the last two 
months thereof and adding thereto the 
actual revenue and expenses for the 
ten months from January through Oc- 
tober, it is estimated that the loss will 
be $989, an operating ratio of 103 per 
cent. The applicant’s cost of liability 
insurance was increased on June 1, 
1952, at which time the premium was 
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raised from $6.48 to $7.25 per $100 
of revenue. In August, 1951, a 20 
cents per hour pay raise was given to 
the applicant’s drivers. 

The continual decline in revenue 
and the gradual increase in operating 
expenses in the applicant’s business is 
an all too familiar pattern of the motor 
bus industry generally. It is a con- 
dition that is existent not only in the 
area in which the applicant serves, but 
is also apparent throughout the state 
and even beyond its borders and 
throughout the nation. To alleviate 
this condition, the most commonly ad- 
vanced solution has been increasing 
rates of fare. Obviously, the general 
public does not accept this as the most 
welcome of solutions and in so far as 
regulatory bodies are concerned, it is 
with extreme reluctance that they have 
accepted it to permit operators of mo- 
tor bus companies to continue to serve 
the transportation needs of the gen- 
eral public, for the failure of public 
transportation would have catastroph- 
ic results, particularly at a time when 
industry is operating at an accelerated 
pace 

[1,2] At the present adult rates of 
fare of three tokens for 25 cents or 10 
cents cash, approximately 25 per cent 
now pay the cash fare and 75 per cent 
the token rate of fare. The number 
of adult passengers carried and to, be 
carried under the 1952 estimate for 
the entire twelve months of this year 
would be 352,731 passengers. By 


. transition of token fares to straight 10 


cents cash and after giving effect to a 
6.6 per cent reduction in token pas- 
sengers by reason of resistance to the 
increase in rate of fare, we find that 
the operating revenues of the company 
would amount to $35,051 and that op- 


erating expenses would be $34,121, 
and an operating ratio of 97.3 per cent. 
This computation has not disturbed in 
any way the existing school fares. Evi- 
dence disclosed that the number of 
school riders using the applicant’s 
busses is negligible, and approval of 
the increase requested would have but 
little effect on the over-all operation of 
the company. We do not believe the 
school rates of fare should be in- 
creased, if retaining them at their cur- 
rent level will not result in a deteriora- 
tion in service or have no adverse ef- 
fect on the financial position of the 


company. School riders do not have 
the alternatives in modes of travel 
available to adult passengers. Their 


transportation needs are relatively 
constant and static. In the instant 
case, if the increase were approved, 
it would have the result of increasing 
the applicant's revenue by less than 
$300 annually. 

From the record and from the evi- 
dence, we find that the applicant com- 
pany is in need of additional revenue 
to maintain its operations in an ef- 
ficient and adequate manner. We fur- 
ther find that this result will be ac- 
complished by authorizing an increase 
of adult fares to a straight 10 cents 
cash and the return thereon to the ap- 
plicant will be no more than fair and 
reasonable, and that the application 
should be, and it hereby is, approved 
in so far as an increase in adult fares 
is concerned, but that the application 
in so far as it requests authority to in- 
crease school rates of fare should be, 
and it hereby is, denied. 


ORDER 


It appearing, that by application 


filed on September 22, 1952, Ernest 
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Nyquist, doing business as East Street 
Bus Line of New Britain, Connecticut, 
seeks authority to increase his present 
rates of fare from 84 cents token or 
three tokens for 25 cents for 10 cents 
cash to a straight 10-cent cash fare 
and a school ticket rate from twenty 
tickets for $1.00 to sixteen tickets for 
$1.00. 

It appearing further, that the mat- 
ter and things involved therein have 
been the subject of investigation and 
public hearing to determine the justice 
and reasonableness of the proposal, 
which investigation resulted in a find- 
ing that said schedule of fares as to 
adult passengers on the basis of a 
straight 10-cent fare was no more than 
fair and reasonable, but that the sched- 
ule of proposed fares for school chil- 


dren should be denied, which finding 
is made a part hereof. 

Now, therefore, it is ordered, that 
Ernest Nyquist, doing business as 
East Street Bus Line, should be, and 
he hereby is, authorized to place into 
force and effect a straight 10-cent cash 
fare for adult passengers on not less 
than five days’ notice to the public and 
to the Commission and, 

It is further ordered, that the pres- 
ent rate of school fare of twenty tickets 
for one dollar should remain in effect. 

We hereby direct that notice of the 
foregoing be given by the secretary of 
this Commission by forwarding true 
and correct copies of this document to 
parties in interest, and due return 
make. 





RHODE ISLAND SUPREME COURT 


New England Telephone & Telegraph 
Company 


Thomas A. Kennelly, Public Utility 
Administrator 


M. P. No. 1016 
— RI —, 94 A2d 253 
January 21, 1953 


M 


OTION to dismiss appeal from order of Public Utility 
Administrator fixing telephone rates; denied. 


Appeal and review, § 73 — Procedure — Effect of appeal from rate order. 


An appeal from an order of the Public Utility Administrator fixing telephone 
rates operates as a stay of the order appealed from unless the company stipu- 
lates that accounts of each affected telephone subscriber will be kept in such 
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a way that increases in tariffs under the order will be severable and readily 
computable, and that the company will be in a position to refund to each sub- 
scriber moneys collected in excess of the rates eventually determined to be 
fair and reasonable. 


¥ 


APPEARANCES: Swan, Keeney & 
Smith, Eugene J. Phillips, Marshall 
Swan, all of Providence, Charles 
Ryan, of Boston, Mass., for New Eng- 
land Telephone & Telegraph Co.; 
Thomas H. Gardiner, Providence, 
pro se. 


Per Curiam: This proceeding is 
before us on a motion filed by Thomas 
H. Gardiner, a person having an ap- 
pealable interest herein, to dismiss the 
appeal by the New England Telephone 
and Telegraph Company from an or- 
der entered by the Public Utility Ad- 
ministrator allegedly fixing certain 
rates and charges for services fur- 
nished to the public by the company. 
That motion was duly heard and upon 
consideration it is denied. Our opin- 
ion thereon will follow later. 


amending General Laws 1938, Chap 
122, § 31, justice and equity require 
that the appeal shall operate as a stay 
of the order appealed from unless the 
New England Telephone and Tele- 
graph Company shall forthwith file in 
the records of the case in this court a 
stipulation showing that the account 
of each telephone subscriber affected 
by the order appealed from shall be 
kept by the company in such a way 
that the amounts of increases in tariffs 
collected under said order shall be sev- 
erable and readily computable, and 
showing also that the company will 
make a refund to each subscriber of 
the moneys thus collected from him to 
the extent that such moneys may ex- 
ceed the amounts properly collectible 
under the rates which, on the merits 





of the appeal, shall be determined to 
be fair and reasonable. 


However, in our judgment under 
Public Laws 1949, Chap 2174, § 1, 





FEDERAL POWER COMMISSION 


Re Warwick Gas Corporation et al. 


Docket Nos. G-1476, G-1479—1481, G-1501, G-1514 
November 28, 1952 


F perce for rehearing and stay of order requiring physi- 
cal connection of gas transportation facilities; denied. 


Service, § 9 — Jurisdiction of Federal Power Commission — Physical connection 
of gas facilities. 

1. The Federal Power Commission has legal authority and jurisdiction 

under §7(a) of the Natural Gas Act, 15 USCA §717f(a), to require 

natural gas companies to establish physical connection of transportation 
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facilities with those of other companies when additional customers can be 
taken on without impairing adequate service to other customers, the inter- 
connections are necessary and desirable in the public interest, no undue 
burden is placed on the gas transportation companies, no enlargement of 
transportation facilities would be compelled, and no impairment would be 
imposed on ability to render adequate service to customers, p. 86. 


Service, § 144 — Physical connection of gas facilities — Adequate service to cus- 
tomers — Present or future customers. 
2. The word “customers” in §7(a) of the Natural Gas Act, 15 USCA 
§ 717f(a), limiting the Federal Power Commission in ordering physical 
connection of natural gas facilities when this would impair a company’s abil- 
ity to render adequate service to its customers, means present customers and 
does not include future customers, p. 87. 


3y the Commission: On October 
30, 1952, The Manufacturers Light 
and Heat Company, respondent at 
Docket Nos. G—1479 and G-—1480. 
and Home Gas Company, respondent 
at Docket Nos. G-1476 and G-1501 
(Columbia companies), filed a joint 
application and petition for reconsid- 
eration and vacation or, in the alter- 
native, for a rehearing of the order 
issued October 3, 1952, modifying and 
affirming as modified the initial deci- 
sion of the presiding examiner filed 
herein on August 1, 1952; and of such 
decision. Columbia companies are 
subsidiaries of The Columbia Gas Sys- 
tem, Inc. (System). Also, Columbia 
companies request that the Commis- 
sion stay said order and decision pend- 
ing action on the application and 
pending reconsideration and rehearing. 

[1] By the foregoing order, the 
Commission required Columbia com- 
panies, pursuant to the provisions of 
$7(a) of the Natural Gas Act, 15 
USCA § 717f(a), to establish physical 
connection of their transportation 
facilities with those proposed by Ban- 
gor Gas Company (Bangor), Citizens 
Gas Company (Citizens), and Crystal 
City Gas Company (Crystal City), at 
Docket Nos. G—1479, G—1480, and 
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G-1501, respectively. Columbia com- 
panies were also required to deliver 
and sell, subject to certain conditions, 
up to 541 thousand cubic feet per day 
to Bangor, up to 428 thousand cubic 
feet per day to Citizens, and up to 750 
thousand cubic feet per day to Crystal 
City—a total of 1,719 thousand cubic 
feet per day. Such volumes represent 
the fifth-year requirements of such 
§ 7(a) applicants. 

Columbia companies contend that 
the Commission does not have legal 
authority or jurisdiction to issue such 
an order under the provisions of the 
act. Section 7(a) thereof provides: 

“Whenever the Commission, after 
notice and opportunity for hearing, 
finds such action necessary or desirable 
in the public interest, it may by order 
direct a natural-gas company to extend 
or improve its transportation facilities, 
to establish physical connection of its 
transportation facilities with the facil- 
ities of, and sell natural gas to, any 
person or municipality engaged or le- 
gally authorized to engage in the local 
distribution of natural or artificial gas 
to the public, and for such purpose to 
extend its transportation facilities to 
communities immediately adjacent to 
such facilities or to territory served by 
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such natural-gas company, if the Com- 
mission finds that no undue burden will 
be placed upon such natural-gas com- 
pany thereby: Provided, That the 
Commission shall have no authority to 
compel the enlargement of transporta- 
tion facilities for such purposes, or 
to compel such natural-gas company to 
establish physical connection or sell 
natural gas when to do so would im- 
pair its ability to render adequate serv- 
ice to its customers.” 

The Commission’s order “would 
obviously result,” Columbia companies 
say, “in an impairment of the ability 
of Columbia companies to render ad- 
equate service to their customers.” 

The Commission has found that 
Columbia companies may take on these 
additional customers without impair- 
ing adequate service to their other cus- 
tomers. We also concluded that the 
interconnections sought were “neces- 
sary and desirable in the public inter- 
est.” Further, we found that ‘no un- 
due burden” would thereby be placed 
on Columbia companies, “no enlarge- 
ment” of their transportation facilities 
would be compelled, and “no impair- 
ment” would be imposed on their abil- 
ity to render adequate service to their 
customers. 

[2] Columbia companies assert that 
the word “customers,” which appears 
as the last word in § 7(a), is not lim- 
ited to present customers, but includes 
“future” customers as well. Accept- 
ance of this principle would, it may be 
preliminarily noted, serve largely to 
nullify the clear purpose of § 7(a). 
For it would seemingly vest in the 
natural gas company the right to de- 
cline compliance with an order there- 
under wherever it could show that the 
potential needs of all unserved but po- 


tential “customers” produced a total 
volume in excess of that required by 
the § 7(a) order. Even a most casual 
reading of § 7(a), however, suffices to 
demonstrate the legislative purpose to 
deny to a natural gas company such 
freedom of customer selection by au- 
thorizing the Commission to determine 
whether, under the standards of that 
section, an unserved but potential “cus- 
tomer” shall be allowed the service 
he seeks. 

Moreover, this contention of Colum- 
bia companies would require a rewrit- 
ing of §$7(a). To accept it, we would 
have to hold that the word “cus- 
tomers” as there used includes not only 
those who in fact have that status but 
also any who in the future might ac- 
quire it. This is contrary to our 
understanding of the plain words of 
the act. But even if this were not so, 
any doubt would be removed by an 
examination of the legislative history 
of § 7(a). 

This history convincingly shows 
that the word “customers” means pres- 
ent customers. The forerunner of the 
section first appeared in H. R. 116602, 
74th Congress, 2d Session (March 6, 
1936). It was also designated § 7(a). 
Except for punctuation, the “impair- 
ment”’ proviso as it appeared there was 
practically identical with that con- 
tained in the act. When §7(a) ap- 
peared in H. R. 12680, 74th Congress, 
2d Session (May 12, 1936), the ‘im- 
pairment” proviso was also practically 
identical with the existing language. 
House Report No. 2651, which ac- 
companied H. R. 120680, stated, among 
other things, with respect to $7(a), 
that it: 

"5 does not give the Com- 
mission authority to compel such ex- 
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tension or establishment of physical 
connection when to do so would im- 
pair the ability of the natural-gas com- 
pany to render adequate service to its 
existing customers .” (Em- 
phasis supplied.) 

The language and punctuation of 
§$7(a) appearing in H. R. 6586, 75th 
Congress, 1st Session (April 22, 
1937), the bill which became the act, 
was identical with that of § 7(a) as 
it stands in the statute. In House 
Report No. 2651, accompanying H. R. 
6586, the committee on Interstate and 
Foreign Commerce, in explaining the 
“impairment” proviso, used the same 
language as found in House Report 
No. 2651, quoted above. 

Also, Columbia companies contend 
that service to present retail and 
wholesale customers of System is now 
impaired and would be still further 
impaired by the Commission’s order. 
This contention is bottomed upon the 
oft-repeated assertion that System is 
unable to supply the full legitimate 
year-round and peak requirements of 
its existing customers until 100 per 
cent saturated, i.e., all potential re- 
quirements of existing customers, and 
accordingly, so the argument runs, its 
service is inadequate. Yet the record 
shows that System was able to meet 
the actual requirements of its retail 
and wholesale customers during the 
1951, 1952 peak day. The fractional 
deficiency of 13,566 thousand cubic 
feet in supply under requirements of 
2,739,477 thousand cubic feet on that 
day was substantially less than the 
123,000 thousand cubic feet of LPG- 
air System estimated it would need to 
produce should its estimated deficiency 
of 217,000 thousand cubic feet on the 
1951, 1952 peak-day materialize. In 
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fact, it only produced 15,956 thousand 
cubic feet on that day. 

We recognize that the gas-supply 
and gas-requirements situation of Sys- 
tem is fluid. During these proceedings 
such situation was continuously chang- 
ing. At various times System esti- 
mated deficiencies of supply during the 
1952, 1953 peak day of 160,000, 147,- 
900, and 62,700 thousand cubic feet 
under requirements ranging from 3,- 
241,700 and 3,355,500 thousand cubic 
feet. The latent infirmities in such 
estimates are aptly pointed out by the 
presiding examiner. Even if such gas- 
requirements and gas-supply estimates 
are realized precisely as forecast by 
System, to order Columbia companies 
to serve a mere 1,719 thousand cubic 
feet will in no way impair the ability of 
System to satisfy the requirements 
shown for existing retail and wholesale 
general service customers on the 1952, 
1953 peak day. Nor will such an 
order impair the ability of System to 
satisfy the requirements shown for all 
existing customers and those proposed 
to be attached during 1952 generally 
throughout the year. 

If the deficiencies variously esti- 
mated for the 1952, 1953 peak day 
should eventuate, as forecast by Sys- 
tem, such deficiencies can be met by 
industrial curtailment. It is the usual 
practice of System to meet indicated 
deficiencies in this manner, and most 
large industrial customers served at 
retail have standby facilities. System 
proposes to add, it is noted, a certain 
number of new industrial customers 
during 1952. Such customers are esti- 
mated to have a maximum daily load 
of 3,880 thousand cubic feet, more 
than twice the peak-day requirements 
in the fifth year of Bangor, Citizens, 
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and Crystal City. The annual require- 
ments of such new customers are 
estimated by System to be 427,000 
thousand cubic feet during 1952 in- 
creasing to 899,760 thousand cubic feet 
in 1954 as compared to 420,000 thou- 
sand cubic feet and 546,354 thousand 
cubic feet in the first and fifth year, 
respectively, of the three applicants 
we require Columbia companies to 
serve. 

Similarly, sharp increases are pro- 
posed for existing industrials. System 
estimated the requirements of indus- 
trial customers served at retail to be 
344,000 thousand cubic feet on the 
1951, 1952 peak day; 387,000 thou- 
sand cubic feet on the 1952, 1953 peak 
day, or an increase of 43,000 thousand 
cubic feet. Such increase does not give 
consideration to increases in the indus- 
trial requirements of System’s whole- 
sale customers, but all such increases 
are included in the requirements which 
result in the various deficiencies fore- 
cast by System. Actual deliveries to 
System’s industrial customers served at 
retail were 262,871 thousand cubic feet 
on the 1951, 1952 peak day. Here, we 
require Columbia companies to serve 
a mere 1,719 thousand cubic feet to be 
used primarily for sale to residential 
consumers for cooking, water heating, 
and space heating. 

In the light of existing carcum- 
stances, of the experience of System 
during the 1951, 1952 peak day, and 
of System’s expectations throughout 
1952 and on the 1952, 1953 peak day, 
we again conclude that to order Colum- 
bia companies to serve a mere 1,719 
thousand cubic feet of natural gas will 


not impair their ability to render ad- 
equate service to their customers. 

Also, Columbia companies appear 
to contend that to require them to serve 
will place upon them an undue burden. 
Installation of a meter or measuring 
station for each of the three intercon- 
nections we find do not constitute an 
undue burden. Nor do we find such 
a burden in the requirement as to sales, 
for the reasons we have detailed. 

The Commission finds: 

(1) The assignment of error and 
grounds for rehearing set out in the 
joint application and petition of Colum- 
bia companies for reconsideration and 
vacation, or in the alternative, for re- 
hearing do not raise any questions of 
fact or of law not fully considered 
by the Commission prior to the issu- 
ance of its order modifying and af- 
firming as modified the initial decision 
of the presiding examiner herein, or 
which, having now been considered, 
warrant further hearing, modification, 
or revocation of said order. 

(2) No good cause has_ been 
shown to exist by Columbia compa- 
nies to warrant a stay of the order of 
the Commission issued October 3, 
1952, or of the decision of the presid- 
ing examiner herein, and such applica- 
tion for a stay should be denied. 

The Commission orders: The joint 
application and petition for recon- 
sideration and vacation or, in the 
alternative, for a rehearing; and appli- 
cation for stay filed jointly by The 
Manufacturers Light and Heat Com- 
pany and Home Gas Company on Oc- 
tober 30, 1952, be and they are hereby 
denied. 
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Re Western Kentucky Gas Company 


Case No. 2457 
February 25, 1953 


PPLICATION for authority to increase natural gas rates; in- 
d \ terim rate increase authorized. 


Rates, § 648 — Evidence — Test period. 
1. The Commission adopted the last calendar year for the purpose of test- 
ing proposed natural gas rates, that being the latest period available, p. 
91. 


Valuation, § 27 — Rate base determination — Factors considered. 
2. The Commission, in determining the value of a gas company’s property 
for rate-making purposes, considered the history and development of the 
company and its property, original cost, cost of reproduction as a going con- 
cern, capital structure, and net investment, p. 92. 


Valuation, § 299.1 — Working capital allowance — Tax accruals. 
3. No allowance should be made for cash working capital of a gas com- 
pany where one-eighth of its operating expenses, representing approximately 
forty-five days, does not exceed the minimum tax accruals, p. 95. 


Return, § 101 — Natural gas company. 

4. Natural gas rates which would yield a return of 6.64 per cent on net 
average original cost of property, 4.09 per cent on reproduction cost less 
observed depreciation, 6 per cent on average capital structure, 6.20 per cent 
on net average investment, were considered just, fair, and reasonable and 
sufficient to enable the company to pay its operating expenses, service its 
debt, pay a reasonable dividend on its common stock, provide a reasonable 
surplus and enable the company to attract capital necessary to provide ade- 
quate service, p. 95. 


Valuation, § 39 — Reproduction cost. 
Discussion of the inaccuracies and speculative nature of cost-of-reproduction 
estimates for rate-making purposes, p. 93. 
Valuation, § 67 — Rate base determination — Net investment. 
Discussion of method of determining a net investment rate base of a natural 
gas company, p. 94. 
* 


By the Commission: On Septem-_ its rate structure. These adjustments 





ber 4, 1952, the Western Kentucky 
Gas Company (hereinafter referred to 
as Western) filed a motion with the 
Commission that it proposed to make 
certain adjustments and revisions in 
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were to be made effective for gas serv- 
ice rendered subsequent to the regular 
meter reading date during the month 
of January, 1953. 

The over-all effect of the proposed 














RE WESTERN KENTUCKY GAS CO. 


adjustments and revisions would re- 
sult in an increase of approximately 
$669,000, on an annual basis. West- 
ern states that the proposed increases 
are made necessary as a result of in- 
creased costs which it must pay to its 
supplier for natural gas, increased 
wages, and other miscellaneous oper- 
ating expenses. 

Hearings on this matter have been 
held on October 14, 1952, and Novem- 
ber 18, 1952. 

In its application, Western request- 
ed that if it was not possible for a 
final determination of this case to be 
made by January 9, 1953, that the 
Commission determine that an emer- 
gency existed and to grant immediate 
rate relief sufficient to offset the in- 
creased charges which it must begin 
paying on that date to Texas Gas 
Transmission Corporation. Since it 
was not possible to finally terminate 
this matter prior to January 9, 1953, 
the Commission entered an interim 
order on December 31, 1952, author- 
izing Western to make effective a 
schedule of rates and charges that 
would produce additional gross reve- 
nues in the approximate amount of 
$308,000. 


On January 16, 1953, Western filed 
a petition for rehearing of the Commis- 
sion’s interim order of December 31, 
1952, alleging that although the’ Com- 
mission found an emergency to exist, 
that the rate relief authorized was not 
sufficient to meet that emergency. 

By order entered January 29, 1953, 
the Commission granted a rehearing 
in this matter. This was done in or- 
der to permit the applicant to file re- 
vised exhibits reflecting the actual ex- 
perience of Western for the calendar 
year 1952 and other additional testi- 


mony which was not available to the 
Commission at the time the interim 
rate order was entered. On the basis 
of this information Western reduced 
its request to $577,930 from its origi- 
nal application requesting $669,000. 

As a result of additional evidence 
available subsequent to the order of 
December 31, 1952, the Commission 
is now able to reach a final determina- 
tion in this proceeding. 


Test Period 


[1] In presenting its case, Western 
set out its operations for the twelve 
months ending April 30, 1952. Sub- 
sequently, at the request of the Com- 
mission’s staff Western introduced 
evidence covering its operations for 
the calendar year 1952. Inasmuch as 
the calendar year 1952 is the latest 
period available, the Commission will 
adopt it for the purpose of testing 
Western’s proposed rates. 


Revenues 


The record sets out Western’s actu- 
al gross revenues for the test period as 


the sum of $4,301,507. 
Expenses 


Western’s actual expenses for the 
test period were as follows: 


Operation 2,899,731 
RE Si siccnccwcawuskrs 216,923 
Depreciation ... alee 205,750 
Amortization of Franchise ....... 1,028 
Amortization of Utility Plant Ac- 
quisition Adjustment ...... 26,361 
Taxes NEE ec Ae ee 503,566 
Total ... $3,853,359 


Western has suggested certain ad- 
justments for expenses that must be 
met in the future but which are not 
fully reflected in the test period. The 
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Commission is of the opinion that the 
following adjustments are proper in- 
asmuch as they represent expenses 
that must be met by the utility and 
there appears to be no offsetting bene- 
fit from a revenue standpoint : 


Increased cost of gas purchased, by 
reason of changes in rate sched- 
ules filed under the jurisdiction of 


the Federal Power Commission .. $455,584 
Wage increases, including associated 
pension and tax increases 112,361 
Increase in premium on Liability In- 
surance 10,558 
Change in Federal and State Income 
Taxes due to the above adjust- 
ments .. Lotaes ...-» (341,105) 
Net Adjustments to apenas 
Expenses . $237,398 


In addition, the amortization of the 
plant acquisition adjustment must be 
reduced by the amount of $2,253 in 
conformance with the Commission’s 
findings relative to this item as set out 
later in this opinion. 

This gives a total net adjustment of 
$235,145 which, applied to the actual 
operating expenses, gives an adjusted 
net operating expense of some $4,- 
088,504. 

The actual net operating income as 
adjusted for purposes of this case is 
as follows: 


Gross Operating Revenues $4,301,507 
Adjusted Net Operating Expenses 4,088,504 


Adjusted Net Operating Revenues $213,003 

Western suggested other adjust- 
ments, namely salary of additional em- 
ployees taken on during the year and 
the expense of transportation equip- 
ment added during the year. The 
Commission is of the opinion that 
these expense adjustments are not 
proper without also adjusting for 
change in revenues due to increased 
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The pro- 
priety of such adjustments is dis- 
cussed further under the item of rate 
base. 


sales of gas during the year. 


Rate Base 


[2] Having determined the adjust- 
ed net operating income, we will view 
it in the light of the properties devoted 
to rendering the service. whapter 46 
of the Legislative Acts of Kentucky 
which was enacted by the General As- 
sembly and became law on March 5, 
1952, sets out the following mandate 
for the Commission: 

“In fixing the value of any property 
under this subsection, the Commission 
shall give due consideration to the his- 
tory and development of the utility 
and its property, original cost, cost of 
reproduction as a going concern, capi- 
tal structure, and other elements of 
value recognized by the law of the land 
for rate-making purposes.” 

The Commission generally has re- 
lated the average of a utility’s invest- 
ment in property to its actual operat- 
ing experience for a given test period 
for the purpose of testing the reason- 
ableness of rates because such averages 
are readily determined from the rec- 
ords of the utility. An alternative 
method would be to consider the util- 
ity’s property at the end of the test 
period. In this case it would be neces- 
sary to adjust all of its revenues and 
expenses to the conditions at the year 
end level. The difficulties that would 
be encountered by such a method are 
readily apparent inasmuch as such ad- 
justments would require tedious com- 
putations and would be to a certain 
extent, at least, estimates. 


History and Development 


The history and development of 
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Western indicates that it is a well-or- 
ganized and well-operated utility. It 
has in recent years expanded its scope 
of service both by purchase of existing 
properties and by extending its service 
to communities that had not previ- 
ously had gas service. The service 
that it has rendered has generally been 
of excellent quality and few complaints 
have been registered by its customers 
with this Commission. 


Original Cost 


From the record it appears that dur- 
ing the test period the average original 
cost of Western’s property devoted to 
the public service is as follows: 


Gross Original Cost of Property : 


Utility Plant in Service ........ $6,493,293 
Utility Plant under Construction 212,511 
Utility Plant Held for Future Use 352 
Material and Supplies ......... 179,280 
Gas in Underground Storage ... 2,259 
Retirement Work in Progress .. 1,254 
Improvements to Leased Property 22,566 
Gross Original Cost of teed 
OP x5... 6,911,515 
Deductions : 
Reserve for Depreciation .... 1,198,025 
Reserve for Amortization of 
Franchise ... 2,904 
Contributions in Aid of Construc- 
MN ia ciddern beaGeres Pore ; 14,698 
Total Deductions .......... 1,215,627 
Net Original Cost of Property .... $5,695,888 


Cost of Reproduction As 
a Going Concern . 


in many of its previous opinions the 
Commission has commented at some 
length upon the inaccuracies and spec- 
ulative nature of the cost of reproduc- 
tion estimates presented to it in vari- 
ous rate cases. The reproduction cost 
estimate presented in this case has 
many of these familiar deficiencies. 

From the testimony of the witness 
who prepared this estimate we learn 


that no physical inventory of the prop- 
erty was made, the units of property 
being taken from the property records. 
No effect was given to: improve- 
ments in the gas distribution business 
since much of the property was con- 
structed, the factor of obsolescence, 
possible savings in construction costs 
due to wholesale construction and 
planning, and variation in costs that 
might occur over the period that 
would be necessary to construct the 
property. 

Then, in determining the estimate 
of the observed depreciation, West- 
ern’s witness who made this study ap- 
pears from his testimony to have not 
been too familiar with the property 
and that the inspection upon which 
his estimate of depreciation was pri- 
marily based was a spot check con- 
ducted over a period of the “past few 
weeks.” Based upon this inspection 
conducted apparently by himself alone 
covering a property costing some six 
and a half million dollars and includ- 
ing about 80 miles of pipeline sub- 
stantially all buried underground, and 
services to some 36,000 customers, 
the witness concludes that the property 
has an observed depreciation of “about 
16 per cent-17 per cent.” 

What weight should the Commis- 
sion give to an estimate made in so 
cavalier a manner? 

Western’s estimate is, however, the 
only reproduction cost estimate in the 
record. Using this estimate, we may 
develop a cost of reproduction rate 


. base as follows: 


Net Reproduction Cost New less 


Observed Depreciation ...... $9,005,210 
Material and Supplies 179,280 
Prepayments SP ee 54,068 
Gas Stored Underground e 2,259 

Total . $9,240,817 
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In considering this estimate, the 
Commission will keep in mind its limi- 
tations as set out above. 


Capital Structure 


Western’s average capital structure 
during the test period appears to have 
been as follows: 


Common Stock ................. $920,376 
Capital Surplus .. 193,154 
Earned Surplus . 675,993 
Total Common Stock and Sur- 
plus La Daetindelemaite 1,779,523 
Preferred Stock . ... 376,910 
Total Capital Stock and Surplus .. 2,156,433 
Long-term Debt . 3,578,400 
Short-term Debt .............. 394,555 
Customers Deposits 170,468 
Total Capital Structure . $6,299,856 


The adjusted net operating income 
for the test period under the rates to 
be set out in the Commission’s order 
of 25 February, 1953, in this case in 
the amount of $377,981 would enable 
Western to pay the interest on its 
average debt for the test period, the 
dividend on its average preferred stock 
for the test period and have $192,720 
left over. Assuming a 10 per cent 
dividend on the par value of its com- 
mon stock as of the end of the test 
period this would leave approximately 
$93,464 left over for its surplus. 


Other Elements of Value Recog- 
nized by the Law of the Land 
for Rate-making Purposes 


A “Net Investment” rate base may 
be determined by adding to the origi- 
nal cost rate base as developed herein 
the items of prepayment, which are 
payments that the utility must make 
on items incident to its operation prior 
to their due dates, and the net of the 
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utility plant acquisition adjustment. 
The net acquisition adjustment arises 
from three sources. The first, as set 
out in Western’s testimony, is the re- 
sult of the purchase of its Paducah, 
Kentucky, properties from the Ken- 
tucky Utilities Company. This item 
is in the amount of $395,415, and 
represents the excess of the purchase 
price of the properties over their 
original cost. 

The second item is the matter of the 
acquisition of the Taylor Green Gas 
Company by Western in 1949, An 
original cost study of the Taylor Green 
Gas Company was made jointly by 
Western and the staff of this Commis- 
sion in 1948 which resulted in an esti- 
mated original cost of property over 
and above the book cost of property in 
the amount of $54,652. When the 
plant accounts were stated at original 
cost, Taylor Green credited this item 
to its capital surplus, which was 
transferred to Western at the time of 
the purchase. 


The Commission is of the opinion 
that for rate-making purposes, in de- 
veloping the net investment of the 
utility, this item should be netted 
against the acquisition adjustment 
carried on Western’s books. 

The third item is the write-off of the 
acquisition adjustment arising from 
the purchase by Western of the Natu- 
ral Gas Distribution Company and the 
purchase of the Danville properties of 
the Kentucky Utilities Company in 
1950. The net of these purchases re- 
sulted in a charge to the capital sur- 
plus in the amount of $20,856 for 
these items. 

Netting these acquisition adjust- 
ment items together we have: 
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RE WESTERN KENTUCKY GAS CO. 


Paducah Purchase .............. $395,415 
Taylor Green Purchase ...... .. (54,652) 

Nat. Gas. Distr. & Danville Pur- 
chase has . 20,856 
$361,619 


Amortization of this item for rate 
purposes over a fifteen-year period 
would give an annual amortization of 
some $24,108. Western started the 
amortization of its acquisition adjust- 
ment at the beginning of the year 1952, 
based upon its figure of $395,415, over 
a fifteen-year period, resulting in an 
average reserve for amortization of 
plant acquisition adjustments in the 
amount of $14,278. 

If, however, we are to consider the 
net acquisition adjustment as devel- 
oped above and its amortization, then 
we must base Western’s reserve for 
amortization of acquisition adjustment 
for rate purposes on the adjusted 
amortization. This would result in an 
average reserve for amortization of 
acquisition adjustment in the amount 
of $12,054. 

We may summarize the net invest- 
ment rate base as follows: 


Gross Investments: 





Plant in Service ......... .. $6,493,293 
Construction Work in Progress 212,511 
Plant held for Future Use Lea 352 
Utility Plant Acquisition Adjust- 

"| RGR ete eae See 361,619 
Material and Supplies .... 179,280 
Prepayments Lee 54,068 
Gas Stored Underground ..... *2,259 
Retirement Work in Progress 1,254 
Improvements to Leased Property 22,566 

ao socce Qe mee 
Deductions : 
Reserve for Depreciation ...... $1,198,025 
Reserve for Amortization of 

Franchise a re era eRe 2,904 
Reserve for Amortization of 

Plant Acquisition Adjustment 12,054 
Contributions in Aid of Con- 

DE Suides deans ovamcana 14,698 

ME oS i ecdcooks aiden Sunes $1,227,681 
Se ee ree . $6,099,521 


[3] Western contends that it is en- 
titled to an allowance of some $123,- 
076, for cash working capital as an 
item to be considered in its rate 
base. 

Under the rates to be prescribed by 
the Commission’s order of 25 Feb- 
ruary, 1953, in this case Western will 
be required to pay Federal and state 
income taxes in an annual amount for 
the test period of some $253,517. 
Under the present system of payment, 
approximately one full year of these 
income taxes, which are accrued in 
advance of their due date, would be 
the minimum available to the utility 
for the general conduct of its business. 
Even considering the ultimate system 
of payment of the Federal tax, which 
will require that 50 per cent of the tax 
be paid on March 15th and 50 per cent 
on June 15th, and accepting the utili- 
ty’s estimate that approximately 55 
per cent of the year’s revenues will 
have been received by July 15th, the 
minimum amount of these accrued 
taxes available to the utility would be 
some $139,434. For the test period, 
the operating expenses as adjusted 
herein, less the cost of purchased gas 
which is paid for subsequent to receiv- 
ing the service, is in the amount of 
$1,076,734. One-eighth of this 
amount, representing approximately 
forty-five days, would be $134,592, 
which does not exceed the minimum 
tax accruals as developed above. 

For this reason, the Commission is 
of the opinion that in this case no al- 
lowance for cash working capital is 
proper in developing the various rate 
bases. 


Summary 


[4] The schedule of rates filed as 
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KENTUCKY PUBLIC SERVICE COMMISSION 


Exhibit A to this opinion will produce 
additional gross revenues in the 
amount of approximately $358,500, 
based upon sales during the test period. 
These increased rates will result in 
increased net operating revenues, as 
adjusted for this rate case, as follows: 


Rate Base Amount 
Net Average Original Cost of 
Property ... $5,695,888 
Cost of Reproduction | Less Ob- 
a 9,240,817 
Average Capital Structure ..... ; 6,299,856 
Net Average Investment .... 6,099,521 


Having considered the history and 
development of the Western Kentucky 
Gas Company, its original cost, its cost 
of reproduction as a going concern, its 
capital structure, and other elements 
of value recognized by the law of the 
land for rate-making purposes as set 
out in the record in this case, the 
Commission is of the opinion and finds 
that the schedule of rates to be set out 
in the Commission’s order of 25 Feb- 
ruary, 1953, in this case of this opin- 
ion are the just, fair, and reasonable 
rates and will enable Western to pay 
jts operating expenses, service its debt, 
pay a reasonable dividend on its com- 


Additional gross revenues .......... $358,500 
Increase in Federal and State In- 

come Taxes by reason of this In- 

ME a kah sant ahaa weenie 193,522 
Additional net operating revenues .. $164,978 
Actual adjusted net operating reve- 

ET RE ORO PORES $213,005 
Adjusted net operating revenues 

eee $377,981 


The Commission’s findings relative 
to Western’s operations may be sum- 
marized as follows: 


Rate of Return 
Rates set out in 
in Appendix A 
$377,981 Net 
Op. Rev. 


Rate of Return on 
Rates in Effect 
prior to this case 
$213,003 Net 
Op. Rev. 


74 


RV 


$6.647% 


4.09% 
6.00% 
6.20% 


WH Ww 
te to bo 


RVR 


31% 
38% 
49% 


mon stock, provide a reasonable sur- 
plus and enable Western to attract 
capital necessary to provide adequate 
service in the areas in which it oper- 
ates. 

The Commission is further of the 
opinion and finds that the rates to be 
set out in the Commission’s order of 
25 February, 1953, in this case should 
be prescribed as interim rates subject 
to refund in the event that the Federal 
Power Commission orders a refund on 
the wholesale rate under which West- 
ern purchases its natural gas. 

An order will be drawn this date in 
conformance with this opinion. 
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Atlanta Gas Light Plans 
$11,000,000 Expansion 


T= ATLANTA Gas LiGHt CoMPANY re- 
cently announced that it plans to spend $11,- 
000,000 in 1953-’54 to expand its distribution 
facilities. 

Rock G. Taber, president of the company, 
said the $11,000,000 will be spent to improve 
distribution facilities serving its customers in 
Atlanta, Macon and other areas of the state. 
Part of the expansion program already had 
been announced, but the plans have been made 
bigger to meet demands. 





Cleveland Model 92 Digger Now 
Equipped with 4-Speeds 


NEW easy shifting 4-speed motor transmis- 

sion has been developed for the Cleveland 
Model 92 Baby Digger. The new unit doubles 
the number of digging wheel and traction 
speeds previously available in the 92, providing 
for a more evenly graduated progression of 
usable speed combinations. 

The Cleveland 92 is a small, compact, tough 
trencher with exceptional maneuverability and 
mobility designed for use in crowded city and 
suburban areas. 

For each of the new transmission’s four 
wheel speeds (4 forward and 1 reverse) there 
are 12 crawler speeds. The 48 speed combina- 
tions thus developed provide 30 or more 
smoothly balanced, usable digging speed com- 
binations ranging from .45 to 34.6 F.P.M. 
These combinations furnish the right speed for 
all types of trenching conditions. 

Complete information on the Cleveland 
Model 92 and all Cleveland equipment may be 
obtained from the Cleveland Trencher Com- 
pany, 20100 St. Clair avenue, Cleveland 17, 
Ohio. 


Int. Harvester to Handle 
Bucyrus-Erie Industrial Tractors 


NTERNATIONAL HARVESTER COMPANY and 
3ucyrus-Erie Company have announced an 
arrangement under which Bucyrus-Erie in- 
dustrial tractor equipment will be sold, distrib- 
uted and serviced by Harvester to its indus- 
trial power distributors, and eventually will be 
manufactured by Harvester. 

For many years Bucyrus-Erie has been an 
important manufacturer of allied equipment for 
Harvester’s industrial tractors. Major items of 
Bucyrus-Erie manufacture for this purpose 
have been bulldozers and scrapers. This equip- 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





ment has been sold and serviced directly by 
Bucyrus-Erie to International Harvester dis- 
tributors. 

3ucyrus-Erie has need for additional facili- 
ties for the manufacture of its products other 
than tractor equipment and for that reason has 
decided to withdraw eventually from the man- 
ufacture of this equipment for the Harvester 
line of industrial tractors. 


Decimal Equivalent Decal 
Offered Free 


ie eeneee, designers, draftsmen, etc. may se- 
cure a convenient time saving decal show- 
ing decimal equivalents in 64th, by writing to 
The Meyercord Company, 5323 W. Lake street, 
Chicago 4, Illinois. 

The complimentary decal is only 6” by 14” 
and is designed for application to slide rules, 
T-squares, drawing boards, desk tops and oth- 
er similar drawing equipment. The figures are 
easy to read, printed in sharp black and red 
type on a white background. 

The company states they have enough on 
hand to fill any normal demand. 


G-E Movie Wins International 
Award 


66 Freeepom and Power,” a General Electric 
Company motion picture that depicts the 
importance of electric power in the American 
economy, recently won the Minister of Com- 
munications Award at the 1953 International 
Milan Samples Fair in Milan, Italy. 

The film, produced by Raphael G. Wolff 
Studios of Hollywood, competed in a field of 
186 commercial movies submitted by 70 com- 
panies from 14 nations. 

Released by G.E. last year, the 16-mm, 
sound-color production was designed as a pub- 
lic-information vehicle to give people a better 
understanding of electricity’s role in national 
welfare and security. It is the latest presenta- 
tion in G.E.’s More Power to America series 
of visual programs dedicated to the improve- 

(Continued on page 26) 





RECEIPTING MACHINES 


@ Attractive, durable coupon cutting 
receipters with interchangeable 
die blocks. Many other sizes 
and styles for all utilities. 
Write for FREE Catalog. ~ 
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ment of our way of life through the use of 
electric power. 

Written to appeal to all types of audience, 
the movie has been made available to electric 
utility companies, industrial firms, schools, 
trade and business associations, service groups, 
and clubs. It has been hailed by business and 
education leaders throughout the country. 


Niagara Mohawk’s 1953 Expan- 
sion Will Cost $70,000,000 


| hye rRIC and gas construction expenditures 
of Niagara Mohawk Power Corporation 
this year are expected to be around 1952’s $70,- 
000,000 figure, according to Earle J. Machold, 
president. 

When these projects have been completed, 
over one million kilowatts will have been added 
to the system’s rated generating capacity since 
the start of the program in 1946. By the end 
of this year, natural gas service will have been 
made available to 98 per cent of the system’s 
gas customers. 


Columbia Gas Film 
Wins P.U.A.A. Award 
667 Tene LEGEND oF DAN AND Gus,” a film 
presented in 1952 by The Columbia Gas 


System, Inc., has been awarded first prize in 
the motion picture division of the Public Utili- 


ties Advertising Association’s Better Copy con- 
test. 

Announcement of the award was made at the 
close of the PUAA’s national convention held 
recently in St. Louis, Mo. 

“The Legend of Dan and Gus” is a 30-min- 
ute animated cartoon in full color which de- 
picts the differences between a regulated pub- 
lic service company and a non-regulated in- 
dustry. 

Since the film’s release in September, 1952, 
it has been seen by nearly 200,000 persons in 
3,200 showings throughout the country. It was 
produced by Wilding Picture Productions, 
Inc. 

This is the first year in which the contest 
has included a motion picture division. 


Cordless Switchboard Intercon- 
nects Telephone & 2-way Radio 


HE COMMUNICATIONS and Electronics Di- 

vision of Motorola, Inc., has announced the 
development of a cordless ‘switchboard to in- 
terconnect a telephone system with a mobile 
two-way radio system, microwave system or 
power line carrier system. The unit, which is 
especially suited to dispatching for Miscel- 
laneous Common Carrier (MCC) services, 
manually interconnects any one of five sub- 
scriber common battery telephone lines to a 


(Continued on page 28) 
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A 7,000,000 HP 
Success Story 


Achievements of Newport News personnel 
in designing and building water power 
equipment during the past thirty years 
reflect a high integration of skill and pro- 
duction facilities. 

Answering demands for hydraulic turbines 
rated as high as 165,000 horsepower and 
as low as 500 horsepower, this trained 
organization has successfully filled con- 


NEWPORT NEW 


Interior view of spiral casing at Norris Dam 


tracts with an aggregate rated output in 
excess of 7,000,000 horsepower. 

Other essential equipment including pen- 
stocks, spiral casings, valves, pumps, gates 
and rack rakes are also designed and built 
by Newport News. 

An illustrated copy of our booklet,“WATER 
POWER EQUIPMENT,” will be sent to 
you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 
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radio system by simply pressing a 
select the desired circuit. Simul- 


two-way 
button to 
taneous conversations may be carried on over 
each of four independent talking channels. 


The switchboard may be connected in any 
number of ways to permit maximum versatil- 
ity. The lines may be connected as outlined 
above or to a local extension serving as a trunk 
line. More than one radio circuit may also be 
used, if desired. Any number of switchboards 
may be paralleled to permit future expansion. 

Additional information may be obtained by 
writing to Motorola Communications and Elec- 
tronics, Inc., 900 N. Kilbourn Ave., Chicago 
51, Illinois. 


Philadelphia Elec. Wins PUAA 
Award for Public Relations Ads 


pa. ADELPHIA ELECTRIC COMPANY ci aptured 
first place among the nation’s electric light 
and power utilities for the best series of ad- 








Title company 


emphasis real estate, 
wide variety operating utility matters. 
in Mathematics, 
special assignment or relocate. 
inst., 120 Broadway, New York 5. 





vertisements on a public relations subject, in 
Utilities & 


ATTORNEY rece: estore 


and law office background, major experience 
positions in legal department, group of utilities, 
easements, franchises, trust mortgages, 
Harvard, A.B. cum laude 
admitted N.Y. & N.J. Will consider 
Write H.S.F., c/o N.Y. Law 


responsible 


LL.B., 












the annual Better Copy Contest sponsored by 
the Public Utilities Advertising Association. 
The award was presented at the convention of 
the group in St. Louis, Missouri. 

The Port of Philadelphia and the advantages 
this area offers to new business was the sub- 
ject of the prize-winning advertisements. The 
company has been sponsoring these advertise- 
ments in national publications for the past two 
years ina continuing effort to further the best 
interests of the Delaware valley. 

Philadelphia Electric also won a third prize 
award for printed material used in dealer pro- 
motion. 


H. Holan Broadens 
Sales Organization 


Beoaenep executive contact in the domestic 
and export public utilities field is an ob- 
jective of important changes in their sales or- 
ganization just announced by the J. H. Holan 
Corporation of Cleveland, makers of mobile 
construction and maintenance equipment for 
power, light, telephone and gas companies, rail- 
roads and municipalities. 

\V. H. Warner, vice president of sales, has ap- 
pointed Paul V. Dimmick, formerly sales man- 
ager of Holan’s Cleveland district, to take over 
direct supervision of the field organization as 
sales manager. Arthur C. Frank, formerly 
sales manager of Transport Products Company 
of Cleveland, becomes Cleveland district sales 
manager for Holan. 








When the problem is producing a superior printing job 
against a rush deadline, the answer is Sorg — specialists 
for over thirty years in financial, corporate and legal 
printing. 







We're equipped to handle design, printing, binding and 
mailing all under one roof. And to further lift the pressure 
from our clients, we're available day and night. 
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Since 1946 Leece-Neville AC-DC ‘Alles 


SOME OF THE MANY UTILITIES nator Systems have been delivering un- 
USING THE LEECE-NEVILLE matched performance. On 2-way radio 
S ALTERNATOR SYSTEM cars and trucks...or wherever current 


demands are high, L-N Alternators give: 
25 to 40 amps with engine idling 


Monroe County Electric Coop. 


Pennsylvania Power & Light Co. e ample capacity to carry the 
job Southwestern Public Service Co. entire electrical accessory load 
lists Central Arizona Light & Power Co. e fully charged batteries always 
>gal Kansas Gas and Electric Co. ’ @ better radio operation 
San Diego Gas and Electric Co. There are L-N Alternator Systems rated 
_ Kansas City Power & Light Co. at 50 amps and 95 amps for 6-volt sys- 
ure Arkansas Power & Light Co. tems; 60 to 150 amps for |2-volt systems. 
Ozarks Rural Electric Coop. Ask us to arrange a demonstration of the 
Ilinois Bell Telephone Co. L-N Alternator for your fleet. Or write for 


all the facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 
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Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 


Supplemental Volume A, just off the press, reports the activities of the 
Commission during the 10-year period subsequent to the publication of the 
original volume in 1943. All decisions in so-called “leading cases” have been 
, made the subject of special editorial com- 

ment and interpretation. 


Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 
terstate commerce, return allowance (in- 
volving new views on cost of capital), the 
very controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 
well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-Tennessee Natural Gas Com- 
pany case and the Colorado Interstate 
Gas Company case (all decided in 1952) 
are explored at length in editors’ notes. 
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This two-volume treatise, which has required expert editorial attention 
for an extended period, in order to classify the Commission’s findings under 
each section of these Acts, is now available at $25. The volumes should be 
in the possession of all utility executives, attorneys, rate experts, account- 
ants, valuation engineers, utility analysts and others having an interest in 
the activities, practices and procedures of the Federal Power Commission, 
and in commission regulation in general. 


MAIL YOUR ORDER TODAY TO 
PUBLIC UTILITIES REPORTS, INC., Publishers 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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“l can vouch for Dodge 








stamina and maneuverabi lity” 


. says John J. Doyle, Street Commissioner, Scarsdale, N. Y. 


Why new Dodge “Job-Rated” Trucks 
are ideal for public utilities 


Seven big, high-compression 
engines . . . from 100 h.p. to 
171 h.p. . . . three of them all- 
new, assure power aplenty for 
your job! New no-shift Truck- 
o-matic transmission with g¥rol 
Fluid Drive actually does your 
gearshifting for you .. . saves 
extra energy for the work at 
hand! Available on all 14- and 
34-ton models. More than fifty 
new features to help speed up 
trips and lower your costs. Get 
more truck for your money ... 
see your friendly Dodge dealer 
for all the facts! 


“Public utility trucks must be ready to go, 
night and day, on any kind of routine job 
or emergency. For routine work, we de- 
mand continuously high performance and 
economy . . . while for emergency calls, 
the watchword for our utility trucks is 
complete dependability, under all condi- 
tions. We find that Dodge ‘Job-Rated’ 
trucks answer our requirements to perfec- 
tion!”’ 


Joh-Rabd' TRUCKS 
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erving the public 
and industry 
24 hours a day! 











The Manufacturers Light and Heat Company 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
4 Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
‘=. The Preston Oil Company 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
AZ dealing with the problems of 
Annval Subscription utility regulation. Five vol. 

Price umes a yeor—$7.50 each. 


$43.50 Annual Index—$6. 





PUBLICATIONS AND 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


P. U. R. 
SERVICES 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 





$15 
Twenty-Siz 
Issues a Year 





=—_—— 





P.U.R. 


Cumulative 


DIGEST 


The only complete and authorita- 
tive encyclopedia of Public Service 
law and Regulation. A life-time 
Digest,; kept up-to-date by annval 
supplements. 











P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital,. highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 

minutes. 





$12.50 
Quarterly 








SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
once each month. 





$15 Quarterly 


FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 





FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
ond the Natural Gas Act. Is- 
sved once each month. 


$36 Annually 








f  ———— 


Vol. 1 (SEC) and 
Supplemental Vol. A 


A complete annotation of the 
Public Utility Holding Com- 
pany Act, with the Commis- 
sion's rules and regulations, 
fully indexed. 





Price: $25 


FEDERAL UTILITY REGULATION ANNOTATED 





Vol. 2 (FPC) and 
Supplemental Vol. A 


A complete annotation of the 
Federal Power Act and the 
Natural Gas Act, with the 
Commission's rules and regu- 
lations, fully indexed. 


Price: $25 








—_—_—-- 


P.U.R. 
Question Sheets 
Twenty-Six Issues Annuolly $10 
—— 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 





Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way for a 
busy man to keep informed on current 
vtility regulation. 








WASHINGTON 4, D. C. 
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dont approach 
your business problems 
short-handed 











Today, when new and challenging business 
problems must be met quickly, EBAsco’s help 
is available to you as required. You don’t add 
to your permanent payroll. Nor do you disturb 
normal company relationships. 

Whether your company is large or small, you 
can get practical and immediate help from the 
experience and knowledge that EBAsco engi- 
neers, constructors and business consultants 
place at your disposal. 

For nearly half a century they have applied 
this specialized knowledge to the efficient and 
economical solution of those business problems 
outside everyday operations. They have built 
up a background of solid experience in virtually 
every phase of the public utilities industry. 
For instance, they have developed industrial relations programs, made corporate 
financing arrangements, established materials handling systems, created budget 
control procedures and designed, built and modernized plants. EBasco specialists 
have successfully solved each of these problems and many more for business, large 
and small, throughout the world. 


For specific information send for your copy of our descriptive booklet ‘“The Inside 
Story of Outside Help.” Address: Ebasco Services Inc., Dept. W, Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


INCORPORATED 
New York + Chicago + Washington, D.C. 


> 
og EBAScop > Appraisal - Budget - Business Studies - Consulting Engineering - Design & Construction - Financial 
industrial Relations - Inspection & Expediting - Insurance & Pensions - Office Modernization 
"tag an” Purchasing - Rates & Pricing - Research - Sales & Marketing - Systems & Methods - Taxes - Traffic 
‘ 


al jr 
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Hleve # ... 
concise, practical data on 


steam power 
generating equipment 


a ee oe 


and its integration in 
the efficient plant 











Here is an unusually comprehensive discussion of steam 


Just Out—4th Edition power plant machinery from the standpoint of construction 
of the various types of equipment, their performance char- 
acteristics, economics, and integration in the complete plant. 

T The book provides engineering data on the design of this 
equipment, a knowledge of the economics of the efficient plant, 
and considerable information that will be of value in problems 

o O WwW a R of the selection of equipment suitable for various purposes. 


The author says in the Preface: “The treatment 
begins with fundamentals and develops in a way that 
allows the practical man as well as the student to 
expand his knowledge progressively through the 
By GUSTAV A. GAFFERT more difficult subjects to the goal—complete inte- 


Mechanical Engineer and Partner oe 6S ae 


Sargent and Lundy, Chi cage ro the same general plan and organization which con- 
tributed so to the success of the previous editions, the present 

627 pages, 6 x 9, 432 figures, 43 tables, edition of this practical book follows an especially compre- 
$8.00 hensive approach in dealing with power plant machinery. 

After outlining the equipment of a power plant, the book 











shows how each piece of apparatus or equipment is con- 
See what help you can get from structed, then presents its performance characteristics, and 
these features of the Fourth Edition finally discusses economic and other factors of its integration 
with other major and minor machinery. A glance at the 
@ includes steam and heat rates for pre- chapter headings will indicate how thoroughly the book covers 
ferred standard steam turbines of 11,500, the various elements of the steam power generating plant. 
15,000, 20,000, 30,000, 40,000, 60,000, 
and 90,000 kw capacities CONTENTS: 
@ there is latest data on cyclone firing, 1. Introduction 14. Superheaters and 
pressurized furnaces, axial flow fans, and 2. Equipment of a Power Reheaters , 
extraction cycle technique—material us- 3 A. * = “oe ap oe 
: . . Ductwork and Pipin 
ually available only through the consult- 4, Seem Tesbines 17. Draft System ping 
ing engineer 5. Heat Transfer 18. Coal and Ash Handling | 
@ the chapter on station design has been 6. Condensers 19. Pumping Equipment 
revised with more emphasis on central- 7. “So Heaters and 39. Steam-station Costs 
- . vaporators 
ized control and outdoor stations Ee eng SN 26. - * a and Plant 
@ includes a more complete discussion 9. Fuels and Combustion < acd —_ £ Pri H 
of cooling towers and modern reheat 10. Steam-generating Units 22. — a 
cycles, and an up-to-date discussion of 11. ag mene _« 1 ing ia | 
. to inary-cycle ers i 
wh a application of the mercury yO 23. Cycle Arrangement 
¥ 13. Economizers and Air 24. Binary Vapor Cycles 
Heaters 25. Station Design 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











Ford, Bacon & Davis 
ravayes® Engimeers rites" 


NEW YORK @ CHICAGO @ LOS ANGELES 











FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 





88 CHESTNUT STREET, RIDGEWOOD, N. J. 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 














INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK « READING - WASHINGTON + HOUSTON © PHILADELPHIA » ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
227 Seuth LaSalle Street @ CHICAGO @ _ Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 

















CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 








Mention the FortniGHtLy—It identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 
eee BOWEN & FARRELL 


ENGINEERS 
NN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 


ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 


Tne hu lj ian loyoralion 


ENGINEERS . CONSTRUCTORS 














POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION «¢ MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


a Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS “PROBLEMS 
for past 35 years 


Send for brochure: ‘‘The Value of Cost Analysis te Management" 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ees BOSTON 10, MASS. 








RATES . TAXES 


se MIDDLE WEST rman 
al SERVICE some 
PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 








CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. 
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PROFESSIONAL DIRECTORY (continued) 
Complete Services for 


OUTSTANDING P it Neen! Gas and Electric Utilities 


INDUSTRY fe) $31 e). Me 4 (710 149-11 (CMO) LDP tee slel) mm Designing * Engineering * Construction 


Dept. No. 148, 210 W.10th St., Kansas City 5, Mo. pe Piping ° Equipment ©. Surveys © Plans 


Steam or Diesel Power Plants 
Alterations * Expansions 
















THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA. 








SANDERSON & PORTER Sap 


ENGINEERS 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicage 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 


REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











Mention the FortNigHtLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Problems 
—, is, Refuse Inoinerat Dams 
ower 


Plants, Flood 
Clty pussies Hae woo 
Caberatery 


121 SOUTH BROAD ST. 


and Rates 
PHILADELPHIA 7 


LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 








Boppy-BENJAMIN 
ASSOCIATES, INc. 
CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
echnical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 


LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSa.ie St., CHicaco 

















EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
"Public Ueimen ‘Tene on ae i pan 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, lL 





A. S. SCHULMAN ELEctTric Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 


Testing + Inspection « Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 
Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York ¢ Philadelphia * Providence * Dallas 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortniGHtLy—It identifies your inquiry 
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The Fortnightly lists below the advertisers in this issue for ready wet 
ence. Their products and services cover a wide range of utility needs. 













A 
*Abrams Aerial Survey Corporation ..........- 
Albright & Friel, Inc., Engineers ..........-++- 43 
* Allis-Chalmers Manufacturing Company ........ 
American Appraisal cones: TRO cccccccccecs 39 
*American Perforator Co D sccossevescesees 
*Analysts Journal, The ............0seseseeees 
A-P Controls Corporation ........ inside Back Cover 
*Automatic Electric Co. ......... cc cece ee eeee 
B 
Babcock & Wilcox Company, The ....... ~- 45 
*Barber- ~, A —2 eee ee 
irc oe 
*Bituminous Coal Institute ......... . 
tlack & Veatch, Consulting Engineers . ° 39 
ae Division of Blaw-Knox Co. . 34-35 
+ Bee be py x Cegerecrscocccccs ‘ 19 
Boddy-Benjam ssociotes, Ime. ....cecececees 43 
c 
Carter, Earl L., Consulting Engineer ........... 43 
Cleveland Trencher Co., The ..........00.e000- 22 
Columbia Gas System, Inc. .........-600eeseeee 33 
Commonwealth Associates, Inc. .............+5- 18 
Commonwealth Services, Inc. ............-.005 18 
Consolidated Gas and Service Co. ............. 43 
D 
Day & Zimmermann inc., Engineers ............ 39 
Delta-Star Electric Division .................. 13 
Dodge Division of Chrysler Corp. .............. 32 
E 
Ebasco Services, Incorporated ..............++ 37 
Electric Storage Battery a 
COCSSOCCTEDOSOCHSEESOVESCCCEES inside Front Cover 
F 
“First Becton Corporation ......cccccccccccece 
Ford, Bacon Davis, Inc., Engineers .......... 39 
PY CEE SeGendecctadenaenéseensseeae 39 
G 
Gannett Fleming nn La Carpenter, Inc. .. 43 
General Electric Company ................... 24 
Gibbs & Hill ine Consulting Engineers ........ 40 
Gibson, A. é., Company, Be eccvecsccocecees 25 
Gilbert Associates, inc., Engineers ........... 40 
Gilman, w.c., & Company, Engineers ........ 40 
ore, PS écteeRhwade46666sceeees 
*Guaranty Trust Co. ‘of New York ............. 
H 
Haberly, Francis S., Consulti Engineer ...... 43 
*Halsey, Stuart & Compan ny, ies sae Sbbeseedeue 
Hartt, Jay Samuel, Consulting Engineer ........ 40 
Hill, Cyrus G., Engineers SOE Ree SCCEECOCEC CEOS 40 
Hirsch, Gustav, ED, TBs ccccccceseces 40 
Hoosier Engineering Company ...............+.. 40 
1 
International Business Machines Corporation .... 31 
International Harvester Company, inc. ........ 15 
FC LOO 


*Fortnightly advertisers not in this issue. 











J 
Jackson & Moreland, Engineers ............+.+. a 
Jensen, Bowen & Farrell, Engineers ........... 41 
*Justrite Manufacturing Company ............-- 

K 
*Kidder, Peabody & Co. ......-seeeeceeceeeees 
*Kinnear Manufacturing Company, The ... 

*Koenig Iron Works ........00eeeeeeeeeees e» 
Kuljian Corporation, The .......-.--.-eeseeeeee 41 
L 

*Langley, W. C., & Co. ... cece seccecreceeeee 
Laramore and Douglass, Inc., Engineers ........ 43 
Leece-Neville Co., The ......-sccceeecesssecces 29 
Leffel, James, & vomeeny: Ln Seeeneveceooeese 16 
Leffler, William Lo» = fated .ccccce 41 
—, ae . pens ee é eccccceccerccces am 
ncoln Engrav ng ~ee eseueoceeeeue 
*Loftus, Peter F., Corporatio apeeseeocccecees 
Lougee, N. A., & C y: g SBS wecesees 41 
Lucas & Luick, ecu bdiedsancanes 43 
Lutz & May, Consulting Engineers .............. 43 
M 
Main, Chas. T., Inc., E paseve S$bdbcecececesene 41 
*Mercoid Corporation, esas eateccecooceses 
*Merrill Lynch, Pierce, Seaner & Beane ......... 
*Meyercerd Co., The ...ccccccccccccccccccees 
NN TIEN OD os0cccececccssescces 41 
*Morgan Stanley & Company ........--+++--+5 
SPhoferela, $6. .ccccccccccccccccccccccccecs 
N 
Newport News Shipbuilding & Dry Dock Co. .... 27 
*Nuclear Development Associates, Inc. ........ 
P 
Pioneer Service & Engineering Company ...... 23, 41 
Pritchard, J. F., & Ce. ..cccccccccccccccccees 42 
R 
Recording & Statistical Corporation ........... W 
Remington Rand Inc. .........0ee cece eeeeeeee 9 
Robertson, H. H., Company ............+.+45+ 20 
Rust Engineering Company, WED ccccccvecccoese 42 
s 
Sanderson & Porter, Engineers ............++++ 42 
Sargent & Lundy, Engineers ..........-+.-ee005 42 
Schulman, A. S., Electric Co., Engineers ........ 43 


Sloan, Cook & Lowe, Consuiting Engineers .... 43 
*Smith, Barney & Co. ..... cece eee eceeceeeeee 


Sorg Printing Company, Ine. .ccccccccccccccces 28 

*Southern Coal Company, Inc. ........-.+-0055 

Sprague Meter Company, The ...........-++++- 21 
U 

*Union Securities Corporation ............++++ 

United States Testing Co., Inc. ........5eeeeeee 43 
w 

Westinghouse Electric Co oow * 

oe 90000eseeeeees<e eens Outside Back Cover 

White, J. G., Engineering Corporation, The ...... 42 

White Motor Company, The ..........seeee00% 7 

Whitman, Requardt and Associates ............ 42 

eoesevecsenccoscess 39-43 


eee 


RRS MTT EE ST SA ST - 








41 


27 


_ 4 
42 





GASAPACK 


Space-Heater Control 


T’s easy to see the difference between old- 

fashioned methods of gas control and this 
up-to-date Model 54 Gasapack. Used on 
modern space heaters, it gives you many 
sales and operating advantages. 

For example, the new “Comfort Snap” 
control — instantly added to any A-P Model 
54 Manual Gasapack — converts it immedi- 
ately to automatic temperature control. 

It modulates from high to low fire .. . 
then quietly snaps off if no further heat is 
needed. When heat is again required, the 
control snaps the fire back to at least 50% 
of high fire . . . then modulates to suit tem- 
perature demands. 

Silent, smooth and trouble-free, this silent 
control eliminates fluttering and popping of 
flame — bans chattering, groaning and vi- 


bration. Write for Bulletin 6220 today. 


A-P CONTROLS 
Qe DEPENDABLE consrots 











. 














al 


Here’s what you get with the 
“Comfort Snap” Control 


All the advantages of 
the Model 54 Gasapack 

plus fully automatic 
control. 


No wiring: no wall ther- 
mostat. Attached to man- 
ual Gasapack in only a 
few minutes. 
Completely automatic 
action; modulation from 
high to low fire. 

If low fire furnishes too 
much heat, burner snaps 
off but SILENTLY! 


@ Sensitive vapor-charged 


thermo-bulb _ efficiently 
regulates burner opera- 
tion. 


@ There's no “bang-on... 


“*bang-off."’ You get no 
hums, clicks or chatter— 
no fluttering or popping. 


@ Maintains constant, 


healthful room tempera- 
tures in any weather. 


@ Stimulates heater sales 


. insures customer 
satisfaction. 





CORPORATION 


2400 N. 32nd Street, Muwaukee 45, Wisconsin 
* In Canada: A-P Controls Corporation, Ltd., 
Cooksville, Ontario 
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Simplified reclosers and sectionalizers work 
better in your protective systems 


Here’s a big opportunity for improving 
service and cutting service calls. We've 
helped innumerable utilities improve 
distribution systems by helping work 
out the most practical reclosing and 
sectionalizing schemes. 

Westinghouse reclosers and section- 
alizers work better in these coordinated 
automatic systems because they’re in- 
herently simpler than other types. The 
recloser operating mechanism has only 
¥4 to % as many parts as others. The 
timing mechanism is hydraulic with no 
delicate relays, clocks or gears. 

These devices are exceedingly practi- 
cal. The recloser offers nine different 


combinations of instantaneous and time- 
delay settings. When reclosing after 
lockout, it operates on time delay, thus 
simplifying line pickup. And, if the fault 
persists, it locks out in one operation, 
not several. 

The Westinghouse sectionalizer is 
outstanding,too. Its momentary rating is 
4000 amps, more than any other. Proper 
operation is insured by a magnetically 
compensated counting mechanism. 
Write for DB 38-680, DB 38-685 and 
DB 38-690 for more information on 
this superior equipment. Westinghouse 
Electric Corporation, P.O. Box 868, 
Pittsburgh 30, Pa. J-60812-B 


you can 6e SURE...1¢ iS 


Westinghouse ¥ 


6 

















